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General Management 


FOR MANAGEMENT, TOO—AN OPTIMUM WORKWEEK 


Ir 1s A COMMONPLACE of modern thought 
about business management that all the 
administrative apparatus of a great cor- 
poration has one purpose—to facilitate 
the efforts of those who do the actual 
work of producing or distributing goods 
and services. 

To focus attention too exclusively on 
“the man in the line” has, however, its 
dangers. It can foster the illusion that 
measures designed to increase his pro- 
ductivity are “practical,” while the ap- 
parently more remote attack on factors 
affecting the efficiency of those who are 
there to help him are “theoretical.” Yet 
it has been pointed out that of the causes 
which hold production below its potential 
maximum a very great proportion, prob- 
ably more than 90 per cent, are due to 
faults in management. The only way to 
eliminate these faults is to improve the 
quality of administration. 

One of the directions in which the 
study of management along scientific lines 
has tended to revolutionize older indus- 
trial opinion is in the matter of the rela- 
tion between hours of work and output. 
Apart from the disinclination among 
workers themselves to submit to over- 
driving, good managers know very well 
that there is an optimum working week 
and that it inclines to be even shorter 
than general opinion is yet prepared to 
realize. The proportion of a man’s or 
woman's working day which can be de- 
voted to routine effort, whether manual 
or mental, and yield maximum produc- 
tivity month in and month out, year in 
and year out, is much less than was re- 


garded as normal even as recently as the 
close of the last century. 

The older attitude toward work, how- 
ever, dies hard. It is supported by deep- 
seated ways of thinking, rooted in the 
religious phrases which children still learn 
almost as soon as they learn to speak: 
“In the sweat of thy face thou shalt eat 
bread.” “Six days shalt thou labor and 
do all that thou hast to do.” The virtue 
of industriousness is still extolled and 
admired. 

As a result, the changed attitude to- 
ward hours of work, which has permeated 
modern business opinion with regard to 
direct operators, has so far made very 
little impression on the executive group 
and particularly on chief executives. In- 
fluenced by the underlying social approval 
of sheer industriousness and the competi- 
tive pace of modern industry, this group 
feels that if they are not in the game 
and at the game 18 hours a day and six 
or seven days a week, others who are 
willing to pay this price will pass them by. 

From the standpoint of the community, 
the loss is tremendous. An important 
executive who is not mentally and physi- 
cally at the top of his form is of very 
little use at all. His job is of such a 
nature that fatigue is its worst enemy. 
If he cannot think quickly, clearly, and 
accurately, if he has no leisure for reflec- 
tion so that he can allow the major 
problems with which he is faced to ma- 
ture in his mind, if he cannot meet the 
minds of his associates and subordinates 
with pleasure in the give and take of 
discussion and tolerant amusement at the 
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idiosyncrasies of human nature, he can- 
not lead them; he can only give orders. 
Common observation of the business 
world yields a melancholy record of 
duodenal trouble at forty, of nervous 
breakdowns at fifty, of premature senility 
at sixty. These are picked men: men 
who, had they worked at a normal pace, 
a pace within their capacities, would have 
had another 20 or 30 years to give—years 
of ripe wisdom and irreplaceable experi- 
ence. 

It is a problem to which, of course, 
there is no one solution. Insofar as in- 
ability to delegate is due to personal 
limitations,—for instance, a psychological 
injury in earlier years which makes it 
impossible for a man really to trust sub- 
ordinates—there is probably nothing to 
be done about it save to be resolute in 
not asking him to face tasks outside his 
temperamental scope. But much inability 
to delegate is the product of lack of 
training or of failure to appreciate refine- 
ments in organization by which even the 
task of a chief executive with wide-flung 
responsibilities may be carried by a man 
of ordinary physical and nervous energy 
within the confines of a reasonable work- 
ing week. 

The page will not be turned, the 
chapter will not be read, marked, learned, 


and inwardly digested until we are pre- 
pared to apply wholeheartedly to execu- 
tive positions the lesson which is now 
well established with regard to routine 
work. The manager who overdrives his 
employees is condemned and rightly con- 
demned as a man who is ignorant of 
one of the first principles of productivity. 
But the chief who asks too much of his 
immediate colleagues, and more par- 
ticularly of himself, is still too prone to 
be secretly admired. 

Men say with awe, “He worked him- 
self to death.” “He gave the company 
everything he had.” The high execu- 
tive’s productivity cannot be measured in 
output per hour or output per week. 
But it can be measured in the man-years 
of effective work the individual puts into 
a lifetime. And by this standard unnec- 
essary waste is as reprehensible as bad 
management anywhere else. In other 
contexts, suicidal tendencies are not re- 
garded as admirable in the individual or 
desirable for the community. It is only 
muddled thinking which makes excuses 
for them in this particular instance. “He 
died at his post” is the epitaph of a brave 
man. “He felt himself so indispensable 
that he exposed himself unnecessarily” is 
merely the lament for a foolish man. 


LynpDALL Urwick. Manufacturing and Industrial Engineering, 
October, 1951, p. 15:3. 


WESTWARD THE COURSE OF AMERICAN CAPITAL 


Tue westwarp movement, long a signifi- 
cant force in American history, has 
reached a new and decisive stage. Ever 
since the first Pilgrim stepped off the May- 
flower, the people of the United States 
have been moving westward; and in the 
decade just passed the volume of migra- 
tion reached unprecedented proportions. 
The latest migrant to the West is money. 
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Since the beginning of World War II 
the Western states have accounted for a 
rising proportion of the national expendi- 
ture for capital investment. A single com- 
parison will serve to indicate the magni- 
tude of the shift. Back in 1940, the 13 
states of the West had about 17 per cent 
of the population and accounted for 24 
per cent of national construction in all 
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categories. In 1951, some 19 per cent of 
the people lived in the West, and pre- 
liminary figures indicate that they may 
produce approximately 30 per cent of all 
United States construction for the year. 

What factors are producing this shift 
of the economic center of gravity toward 
the West? The most notable, each of 
which has influenced all the others, are 
these: 


An abundance of raw materials. The 
West has always been generously en- 
dowed by nature, but the utilization of 
raw materials has spurted spectacularly 
with new applications of modern tech- 
nology. As the need for these riches has 
been intensified by a generally expanding 
economy, a rise in transportation costs has 
encouraged the movement of fabricating 
plants closer to raw-material sources. 

The intensified use of Western raw 
materials is strikingly illustrated by the 
contemporary revolution in one of the 
West's oldest industries—steel. The sig- 
nificance of the growth of Western steel 
capacity lies in the fact that an indigenous 
steel industry is essential to the rise 
of high-volume Western manufacturing. 
Certainly, there can be no doubt that 
Western manufacturing has been grow- 
ing rapidly, with the result that the West 
has reached the first stages of economic 
maturity. It is no longer quite so de- 
pendent upon the East for consumers’ 
goods as in the past, and it can process 
many of its own raw materials rather than 
ship them East to be sold in a buyers’ 
market. 


A new manpower pool. Immigration 
from the rest of the country answered, 
first, the need for additional manpower 
to expand the exploitation of the West's 
raw wealth, and second, the demand for 
men to run the machines processing these 
materials into finished goods. Opportunity, 
climate, living space—contrasted with 


conditions elsewhere—all encouraged the 


population shift, which has occurred in 
response to these other inducements. 


A growing local market. The West's 
increasing population has meant enough 
new customers to support a lively growth 
of regional trade and manufacturing. 
This makes more jobs and new opportuni- 
ties to attract still more people. 


Defense requirements. The impact of 
war—both hot and cold—has accelerated 
all the above factors. However, neither 
the increased exploitation of Western raw 
materials nor the rapid influx of popula- 
tion could alone have brought about the 
swift coursing of cash to the West which 
has characterized the decade just past. 
The decisive force has been the Federal 
government—acting for the most part in 
pursuit of the policy of strategic decen- 
tralization of the economy. The govern- 
ment-built defense plants and develop- 
mental works of the last decade have done 
more to change the face of the West 
than all the gold and copper mines dis- 
covered since 1849. 

The primary example of the trend 
toward decentralization and the con- 
comitant growth of Western wealth is in 
the field of atomic energy. The atom has 
been at home in the West from the begin- 
ning, with installations today at Hanford, 
Wash.; Los Alamos, N. M.; Arco, Idaho; 
Las Vegas, Nev.; and Boulder, Colo. 
Estimates of Federal expenditures on 
atomic energy in the West are not easily 
made, but it seems certain that they have 
been, or soon will be, well over a billion 
dollars. 

The significance of this development is 
twofold: First, atomic energy means that 
there will be a continuing expenditure for 
investment goods of various kinds in the 
West. Second, the requirements of the 
new industrial empire of the atom often 
call for the utmost ingenuity in develop- 
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ing new technical devices, and stimulate 
the contractor to develop new applica- 
tions of such devices in fields quite un- 
related to atomic energy—possibly in 
petroleum refining or hydroelectric power 
generation. The value of such “capital” 
cannot be measured in the quantitative 
terms of dollars and cents, but it is ob- 
viously of the greatest importance to 
the future industrial development of the 
region. 

The new migration of population and 
wealth to the West is bound to have 
important political and social effects on 
the country as a whole in the years im- 
mediately ahead. One effect is the influ- 
ence on politics of the Western social 
and cultural point of view. The people 
of the Pacific Coast are more familiar with 
the Orient, even today, than with Europe. 
As economic activity in the West grows, 


more trade with the Orient can be pre- 
dicted—particularly in steel, aluminum, 
machinery, and oil products. Such inten- 
sification of economic and social inter- 
course with the Far East can hardly fail 
to affect the formation of our national 
foreign policy. 

Indeed, there seems every reason to 
believe that the next 25 ycars will see a 
tremendous growth in the wealth and 
power of the West. The resurgence of 
the westward movement, which began 
during the Forties, will continue to exert 
a profound influence on American life 
for many more generations. For the West 
is again a new frontier, imposing upon 
the American commonwealth one of the 
unique characteristics which have dis- 
tinguished it from any other nation of the 
modern world. 


—Morris E. Garnsey. The New York Times Magazine, November 18, 1951, p. 14:4. 


Fateful Physiques 


STOCKY, muscular college students are likely to succeed in engineering; portly young 
men with substandard muscles are better off in the law. These are conclusions 
of Frederick L. Stagg, Harvard research fellow in physical anthropology, who 
specializes in human bodies and their effects on their tenants. 

Stagg studied the careers of 2,631 Harvard men of the classes of 1876-1912 whose 
body types had been recorded photographically during undergraduate physical train- 


ing programs. 


He coded the information that he gathered and punched it on 


cards. Then he ran the cards through sorting machines to see how the career of 


each man compared with his physique. 


When the information cards were processed by the machine, they showed that 
lean and nonmuscular Harvard students tended to become government officials or 
parsons. Moderately lean students with better muscles than average often became 


successful scientists. 


Harvard-bred artists usually developed out of students with 


medium fleshiness and below-par muscles. The heavy but muscular students went 
in for the practical callings of engineering or business and generally succeeded, 
while lighter-bodied competitors dropped out. A few of the Harvard men sank -to 
manual labor, but only the poorer-muscled ones stayed at that level all their lives. 
The better-muscled soon rose to positions where they did not depend on their 


muscles. 


—Time 11/5/51 


UP AND COMING: As guides for plant tours, General Foods (Hoboken, N. J. plant) 
uses young executives who are being groomed for bigger jobs. Gives them a chance 


to improve their public speaking and make good contacts with the public. 


Also 


helps the future bosses get to know people and production from A to Z. 
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—Lawagncs Sressin in Forbes 10/15/51 
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W iat per cent of their abilities would 

you say your subordinates use in their 

work? 10 per cent? 50 per cent? 90 

per cent? 

One foreign industrial expert has esti- 
mated the answer this way: “In Europe 
we use about 5 per cent of our em- 
ployees’ ability. In the United States, 
the average is about 20 per cent.” Since 
the “expert” is guessing, let’s say that 
productive efficiency for your subordi- 
nates is twice as high. That's still only 
40 per cent. 

What's wrong? What's blocking bet- 
ter production by your subordinates? 
Generally, two big obstacles stand in 
the way: internal obstacles—the things 
the employee feels, thinks, believes; and 
external obstacles—where a subordinate’s 
effort is poorly geared to the over-all 
activity, and where personal relationships, 
feuds, and frictions cut down on efh- 
ciency. Your leadership skill in eliminat- 
ing or minimizing these obstacles will 
largely determine the results you get. 
You'll get poor production if you're a 
poor leader, good production if you're 
good. 

The good leader is not a “one-shot 
Johnny.” He's skilled in using the three 
basic leadership methods: democratic, 
autocratic, and free-rein.* However, each 
leadership method can actually lead to 
poorer production by employees if im- 
properly used. Here are some examples 
of what happens when you misuse each 
leadership method— and suggestions as to 
what you can do to correct the various 
troubles you're likely to face: 

* For a fuller description of these three types of 
leadership, see the articles by Auren Uris in_the 
July, August, and September, 1951, issues of Fac- 
tory Management and Maintenance. See also 
“How to Develop Democratic Work Teams” by 
Leland P. Bradford and Ronald Lippett in AMA's 
Management Leader's Manual for a discussion of 


the advantages of democratic leadership and meth- 
ods of achieving it.—Eb. 


HOW GOOD A LEADER ARE YOU? 


Democratic Leadership. The poor lead- 
er lets his group get out of hand. Sub 
ordinates use the chance for open dis- 
cussion to sound off on gripes unrelated 
to the subject at hand. 

The good leader realizes he doesn't 
have to be a doormat to be democratic 
and that he can be as active as, say, the 
autocratic leader, though in a different 
way. 

For example: You suggest important 
problems that need attention, and get the 
discussions started. You keep the dis- 
cussions on the beam, helping to set up 
sub-groups or committees to handle prob- 
lems that will waste time if taken up by 
the whole group. And, most important, 
you keep building up the idea that the 
aim of democratic leadership is not social 
but strictly business—to get things done 
faster and better. 

Autocratic Leadership. The poor leader 
gets so involved in doing all the think- 
ing, planning, and directing that he for- 
gets one big factor—motivation. His 
people have no real interest in what 
they're doing and work at a “get by” 
pace. 

The good leader realizes that the auto- 
cratic method makes jobs less interesting 
because the thinking and planning have 
all been done by the leader. He there- 
fore uses various methods to keep his 
people “on the ball.” 

For example: You can see that they 
understand just what's expected of them 
—especially as to quality and quantity 
of output. You can set up specific dead- 
lines for job assignments: “Joe, I'd like 
to have that job done by day after to- 
morrow.” You can add “qualifiers” to 
your instructions that will keep you in- 
formed of progress: “We want to be 
sure this job comes out right. So let me 
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know at once if you have any trouble 
at all anywhere along the line.” You 
can—and must—be completely fair in 
dealing out rewards and punishments, 
making sure the whole group understands 
the reason for them. 

Remember this about autocratic leader- 
ship: You can't count on “personal 
loyalty” to stimulate greater productive 
efficiency. What you want is active inter- 
est—in the assignment, the job, the de- 
partment, and the company. If you do 
a sound, fair job of motivating sub- 
ordinates in those directions, you'll prob- 
ably also get personal loyalty from them. 
But it will be—and should be—a by- 
product of good leadership. 


Free-Rein Leadership. The poor leader 
finds that one of his big troubles is that 
his people lack “goal-mindedness.” The 
good leader, however, understands that 
“free-rein” doesn’t mean “no-rein™ leader- 
ship. He still has a responsibility to be 
sure subordinates know the over-all goals 
they're supposed to be working toward. 

It’s easy to get off the track here, 
because the men in a free-rein-led group 
are generally of high intelligence, pretty 
good experience, and high drive to start 
with. But men aren't all equal—even 
high-caliber men. So the first construc- 


tive step is to find out enough about each 
man to know how much he can be left 
to his own devices. 

You can also improve production by 
good indoctrination of new men. Stress 
the importance of the job, the goals the 
department is striving for, and the need 
for plenty of personal drive. 

And you can profit from follow-up. 
It needn't be formal, but it should con- 
sist of sitting down every once in awhile 
to talk things over. 

One good point to keep in mind, too: 
If you find yourself constantly in hot 
water with a group under free-rein 
leadership, don't be afraid to experiment. 
Perhaps you've over-estimated the caliber 
of the people in the group. They may 
not be able to live up to the demands 
of the free-rein situation. Perhaps more 
interchange of ideas—and group plan- 
ning—would be better. If so, try out 
some democratic leadership ideas. Or 
maybe you ought to do more of the 
thinking and planning for them—which 
might suggest a tryout of some auto- 
cratic leadership ideas. 

Whatever you decide to do, one thing 
is pretty clear: Alertness to the need to 
change your technique is just as im- 
portant as your skill in applying it. 


—AurEN Uris. Factory Management and Maintenance, October, 1951, p. 126:3. 


BUSINESS LOOKS AHEAD—AND THE FUTURE SEEMS BRIGHT 


Is 1951, said Defense Mobilizer Charles 
Wilson, we took “a gamble—perhaps the 
greatest gamble in our history.” The 
gamble was that U.S. business could 
expand fast enough to (1) produce the 
armaments needed for possible war, and 
(2) furnish the U.S. people with all— 
or almost all—the civilian goods they 
wanted. 

With the year’s end, the reckoning is 
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in: the U.S. both won and lost. US. 
industry expanded at a rate undreamed-of 
at the start of the year, and kept civilian- 
and even luxury-goods production at a 
phenomenal high. But the U.S. fell shock- 
ingly short of building up its strength 
against the threat of a major war. 

What is the outlook for the U.S. in 
1952? For guns, it looks immeasurably 
better. Many of the plants now build- 
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ing will come into production; finished 
weapons should begin to flow in con- 
stantly increasing quantities. But this 
will happen only if U.S. business, labor, 
and the general public are willing to bear 
the dislocations which bigger arms pro- 
duction must bring. The lesson of 1951 
was that the U.S. cannot get the guns 
it needs without disrupting more of the 
economy. In 1952, many less essential 
businesses may go broke for lack of 
materials. Unemployment will rise as 
workers are shifted from peace to war 
production. And the U.S. will have to 
do with far fewer peacetime goods. Over- 
all production of hard goods will be cut 
to about 40 per cent of its 1951 rate. 

However, the pinch will be ‘only rela- 
tive—nothing like the protracted short- 
ages of World War IL. For one thing, 
U.S. homes are already well stocked with 
all the appliances bought in the big buy- 
ing waves in late 1950 and early 1951. 
For another, business is still loaded with 
a record $70 billion in inventories. In 
general, the total output of goods and 
services will expand to an estimated $356 
billion at the end of 1952. 

But with rising incomes, there will be 
more money available than goods and 
services to spend it on, ie., an “infla- 
tionary gap” of about $12 billion. Last 
year's high saving was abnormal, and such 
trends are quickly reversed. 

Nevertheless, many business men 
worry less about inflation than recession 


—Time, December 31, 1951, p. 50:5. 


Shift in Negro Problem 


—not for 1952 but for the years after 
that. They point out that only arms pro- 
duction kept last year’s sales slump from 
being much sharper. What, they ask, will 
keep the economy going when all the 
expansion is completed, and arms spend- 
ing is cut back from its peak? 

For one thing, even after the leveling- 
off stage in arms production is reached, 
the security program calls for a perma- 
nent arms budget of at least $50 billion 
a year. The expanded U.S. economy can 
shoulder such a load—and the present 
$70 billion tax program can finance it. 

Moreover, the whole country is grow- 
ing along with its plants. The 1951 crop 
of about 3,900,000 babies outran the 
Census Bureau's predictions by 450,000. 
The population, now about 155 million, 
looks as if it might reach 180 million 
in 1960. The U.S. has already reached a 
higher plateau of consuming as well as 
producing capacity. 

Because of this growth, the U.S. has 
no real reason to worry about finding use 
for the tremendous expansion in its pro- 
ductive machine. Furthermore, the back- 
logged demand for all civilian goods will 
be accumulating during the period of cut- 
backs. 

The future, therefore, looks good. But 
in a war-‘menaced world, the good future 
will come to pass only if the nation has 
the economic strength and the arms to 
protect itself. Neither alone is sufficient. 
In 1951, the nation proved it has the 
strength. In 1952, it must get the arms. 


SOME REMARKABLE CHANGES have taken place in the role of the Negro popula- 
tion. The 1950 census shows that the Negro population in the southern states 
increased only 3 per cent to just over 10 million. In the northern states, however, 
the Negro population increased nearly 60 per cent to nearly § million. At the same 
time, in the South, the Negro population migrated from rural areas to the cities, 
a shift just as dramatic as the shift to the North. 


Negro families in cities have average incomes only half as large as white families 
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—but the ratio was only one-third before the war. Negro incomes in 1950 were 
three and a half times what they were in 1940. 

Negro participation in educational and political life has also increased, and not 
only in the North. In the South, Negroes are beginning to vote in large num- 
bers, and more Negroes are elected to public office. 

Population experts now believe that within the next 10 years there may be more 
Negroes in the North than in the South; that average incomes will advance to 
something between two-thirds and three-fourths that of white families; that the 
majority of Negroes will be able to exercise the ballot in 1960; that Negro youth 
will be graduated from high schools and colleges in nearly the same proportions 
as whites; and that the integration of the Negro into factory life will continue to 


speed up year by year. 
—Supervisor’'s News Service (Bureau of Business Practice, 
New London, Conn.) 11/28/51 


High-Level Job Evaluation a Rising Trend 


THE NUMBER of companies using formal evaluation for managerial positions (super- 
visory and executive) is steadily increasing, according to the Conference Board. 

Of 244 firms surveyed by the Board, 123 (or 55 per cent) report having man- 
agerial evaluation programs. In a previous survey (1946), it was found that less 
than a third of the cooperating companies that used job evaluation were applying 
it to executive positions. 

The top rates of the companies reporting the use of managerial position evalua- 
tion in 1950 range from $5,000 to $50,000. Thirty-eight of these companies (31 
per cent) evaluate executive positions at $10,000 or higher. 

It is evident, from the number of plans with upper limits of $5,000 and $6,000, 
that many apply only to the first level of factory or office supervision. However, 
judging from the number that cut off at $7,000 or higher, a sizable group of com- 
panies extend formal evaluation not only to lower management but to the middle 
and upper levels as well. 

One of the questions covered by the Board's investigation was that of whether 
the actual appraising is, and should be, entrusted to a single analyst or to a com- 
mittee of executives. Those who favor one-man evaluation claim speed and con- 
sistency as advantages of this method. Proponents of the use of evaluation committees 
say that, while a committee may take longer, its finished plan is much more likely 
to gain acceptance. 

Salary rates for non-supervisory positions usually have maximums which are from 
20 per cent to 35 per cent greater than the corresponding minimums, according to 
the survey report. This percentage “tends to increase with the level of the position. 
Consequently, evaluation plans for managerial positions often call for ranges of 
50 per cent, or even more.” 


Fable for the Atomic Age 


once there was a colony of ants that built a home on a golf course. They got along 
well until one day a pretty bad duffer came along. He took a swing at the ball, 
missed it, and hit the ant hill. He made quite a dent in it and killed some of the 
ants. He swung again, and again missed the ball, and killed some more of the ants. 
He kept that up until there were only two ants left in that hill. About that time 
one of the ants said to the other, “Red, if we want to save our lives, we had better 


get on the ball.” 
~R. D. Gaay in an address before the California Personnel 
Management Association, Berkeley, Calif. 
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MAKE YOUR PLANT A GOOD NEIGHBOR! 


Waar are some of the things a com- 
pany can do to build or revive the often 
neglected art of being a good neighbor? 
Years ago, everybody knew everybody 
else and all about their business. Neigh- 
bors helped paint barns and helped out 
in times of sickness and tragedy. Industry 
has been criticized—often justly—for be- 
ing cold and impersonal and for having 
lost the neighborly touch. Here's how a 
number of companies are disproving this 
charge: 

At Honeggers & Co., feed mill opera- 
tors at Fairbury, IIl., farmers are invited 
from all over the area to come in and 
hear the latest developments in good farm- 
ing. The company’s research is available 
to all the company’s neighbors. 

Labatt’s, the brewer, of London, On- 
tario, for years has seen to it that no 
Labatt truck passes a distressed motorist 
on the highway. Whether it’s a flat tire 
or an empty tank, the Labatt driver 
attends to it and sees the motorist on his 
way. 

At American Steel Foundries, a works 
manager speaks informally before groups 
in his plant community. His special talent 
is discussing the American system of free 
enterprise in simple terms with people 
who have trouble in grasping its full 
meaning. He is a one-man Americanism 
movement. 

The earth-moving equipment of Cater- 
pillar Tractor Co. has been available for 


The Score (Newcomb & Sammons, Chicago, Ill.), November 15, 1951. 


civic purposes for many years, together 
with the operators to go with it. Through 
its speakers’ bureau, Caterpillar fur- 
nishes good, interesting speakers for area 
meetings on virtually any subject. 

Big companies, like Weyerhaeuser 
Timber Co., have press books for the use 
and guidance of the newspapers, but 
small companies can improve their press 
relations in the community too. And 
press representatives of Weyerhaeuser 
make it a point to deliver much of their 
copy in person, even to the smallest vil- 
lage paper. Makes an editor feel good 
when one of the public relations fellows 
drops in personally. 

A hospital—Wesley Memorial Hospital 
in Chicago—discovered that study groups, 
particularly groups of women in outlying 
neighborhoods, would be interested in 
seeing a program about a hospital. So 
an inexpensive slide film was prepared, 
and it has been in almost constant de- 
mand by these groups ever since. 

These are only a few, random ex- 
amples of good community relations at 
work. Hundreds of companies are now 
developing smoother local relations by 
determining objectively how they stand 
in the community, and then going ener- 
getically at the problem of refining and 
improving what they have. The alert 
company learns where to go by finding 
out first where it has been. 


sixty-rive of the 77 presidents of American railroads advanced to their present 


position from minor positions through individual initiative. Only 12 joined the 
railroad business in major capacities. Thirty-nine presidents are college graduates, 
and 13 others had some college training. Eighteen attended high school, and seven 
got to the top rung without any high school education. 


—The Employment Counselor 10/51 
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Africa—tLast Frontier 


SINCE our continent is deficient in a number of strategic materials, we must stimulate 
their development and production in areas of the free world where they exist, Jess 
Larson, Administrator of the new U. S. Defense Materials Procurement Agency, 
declared recently. 

As a result, new attention is being focused on Africa, not only as a source of 
current supplies, but as a life-saving replacement if Southeast Asia should be over- 
whelmed by the Communist tide. 

First and most obvious resource of Africa is plentiful labor at low cost. In Mozam- 
hique, for example, a native farm laborer gets $3.50 a month, an industrial worker, 
$5.50 a month. The second great resource is mineral wealth, still largely unexplored. 
Ninety-nine per cent of the world’s columbite, 98.4 per cent of diamonds, 80 per 
cent of cobalt, 59 per cent of gold, 35 per cent of phosphate rock, 30 per cent of 
chrome ore, and 29 per cent of manganese ore come from Africa. 

Though Africa is industrially backward, manufacturing has made significant 
strides within the last decade. In Southern Rhodesia, industry has grown more than 
six times since 1938. The foundations of a big textile industry and an iron and 
steel industry are being laid. Important secondary industries like sugar refining, 
baking, brewing, and tobacco manufacturing are being developed. 

Africa needs American capital urgently. Many African countries have made 
definite efforts to attract American capital. The Southern Rhodesian government, 
for example, allows U. S. capital invested in approved ventures to be remitted to 
the U. S. at any time. This applies to profits, dividends, and interest, which can 
be remitted without any limit, provided they are bona fide earnings. 


—Foreign Report (Research Institute of America, Inc., 292 Madison 
Avenue, New York'17, N. ¥.) 10/3/51 


A Retreat for Problem-Solving 


A ST. LOUIS FIRM has installed a “worry room™ in its offices. In this sanctuary, 
workers may work out problems away from the jangling phone and general office 
hubbub. The room contains comfortable chairs and a drawing board for engineers. 
Any employee may use it, the only rule being that of unbroken silence. The com- 
pany'’s president considers the innovation a great success. He commented that 
feminine employees rarely used the room. 


“Girls don’t seem to have any worries,” he said. 
—Convoys 


Ten Commandments of Good Communications 


. Be sincere. You can’t make white out of black. 

. Be simple and unaffected in your language. 

. Don't overglorify the company. 

. Select competent personnel to handle your program. 

Make your communications a top-level supervisory responsibility. 
Don't ignore unsavory situations your employees know exist. 

. Investigate all devices of communication, and use all that will help. 
. Check constantly on the effectiveness of your communications. 

. Never let your communicatioas program slow down. 

. Finally, see the people. 


SO 


— 


—Speak Up Management! By Robert Newcomb and Marg 
Sammons. Funk and Wagnalls, New York, 1951 
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Also Recommended « « « 


THE PRESIDENT’S LETTERS BUILD TEAMWORK AT 
APEX. By Eugene Whitmore. Amencan Busi- 
ness (4660 Ravenswood Avenue, Chicago 40, 
Iil.), October, 1951. The newsletters discussed 
in this article follow a firm policy of no poli- 
tics, no pressure, no propaganda, and bad news 
as well as good news. The president of Apex 
believes it is important for news of financial 
results, business trends, personal opinions of 
top executives, policy changes, etc., to reach 
employees from an authoritative source before 
ublic announcements are made. These news- 
leters have been an important factor in main- 
the author 


taining high company morale, 


points out 


WHEN WILL THE LIMIT BE REACHED BY EM- 
PLOYEES IN DEMANDING MORE OF THE BENE- 
FITS OF A BUSINESS? By Robert D. Breth. 
Quotes Ending (1728 Cherry Street, Phila- 
delphia 3, Penna.), December, 1951. The 
question posed in the title of this article is 
answered here by a case history of 

Steel, where the limit was reached as far 
back as 1935. The author believes that the 
experience of Big Steel is not unusual, and 
gugvests that it might be well for all man- 
Avements to study the records of their own 
Companies to note developments with respect 
to “equitable distribution” of income. He also 
fecommends that management evaluate fac- 
tually the job of convincing being done by 


communications systems 


“WE WOULD LIKE YOU TO DONATE TO OUR...” 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), November 20, 1951. The 
Manner in which your company responds to 
fequests for donations plays an important part 
in its public relations. You may be able to 
profit from this article's description of the 
experience of a public utility which has worked 
out 14 ways to size up the merits of gift- 
seckers fairly and quickly. 


KEEP YOUR EYES ON THE JAYCEES. By Laurence 
Buckmaster. American Business (4660 Ravens- 
wood Avenue, Chicago 40, IIl.), October, 
1951. The author cites several case histories 
which support his opinion that it is important 
for companies to provide bright young busi- 
ness men with enough time and financial back- 
ing for participation in such organizations as 
the Junior Chamber of Commerce. He be- 
lieves that tomorrow's leaders can be found 
in every business, but it is up to the top men 
to see that young executives have enough 
freedom to round out their education and 
personalities 


HOW MUCH CAN OUR ECONOMY STAND? A 
Report of the Committee on Economic Policy. 
Chamber of Commerce of the United States, 
Washington 6, D. C.,, 1951. 34 pages. 50 
cents. A detailed examination of the impact 
of taxes and government expenditures on our 
national economy. On the basis of an analysis 
of foreign as well as domestic experience, the 
authors conclude that our present program of 
heavy government expenditures and taxes is 
threatening the efficient performance and 
future growth of the American economy in 
10 different respects. A program of remedial 
action is outlined. 


1952: ADVANCE READINGS BY A FEW LEADERS. 
Credit and Financial Management (33 South 
Clark Street, Chicago 3, Ill.), January, 1952. 
Ten prominent representatives of industry, 
finance, and commerce gaze into the crystal 
ball and come up with some diversified pro- 
phecies on the course of business during the 
coming year. Predictions as to the over-all 
level of business activity are generally opti- 
mistic, though several respondents feel that net 
income after taxes will be lower than in ‘$1. 


SO YOU'RE GOING TO A CONVENTION. By 
John S. Morgan. Steel (Penton Building, 
Cleveland 13, Ohio), Vol. 129, No. 10. 
Presents some practical tips to help you get 
the most out of your attendance at business 
conferences and conventions in terms of trade 
information, business contacts, and good pub- 
lic relations for the company you represent. 


THE FEDERAL RESERVE AND THE TREASURY. By 


G. L. Bach. Harvard Business Review. (Sol- 
dier's Field, Boston 63, Mass.), November, 
1951. This article analyzes the clash between 


the Federal Reserve and the Treasury over 
interest rates, discussing the problem in the 
light of the experiences of the last decade and, 
particularly, of the last year. This is a real- 
istic approach which raises issues in which 
the business community will be interested, 
particularly when the Treasury needs to go 
into the money market for additional large 
sums. 


NEW VOICE FOR SMALL BUSINESS. By Jack 
Robins. Commerce Magazine (1 North LaSalle 
Street, Chicago, Ill.), November, 1951. The 
author outlines the ways in which the new 
Small Defense Plants Administration wi'l help 
small firms acquire prime defense contracts as 
well as subcontracts. The SDPA is also de- 


signed to be the small business man’s repre: 
sentative in Washington in matters such as 
scarce materials allocation, etc. 
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Personnel Management 


most BusINEsses have used 
personnel agencies at one time or another, 
there are many firms who are not familiar 
with all the help available from such 
agencies. Proper use of these agencies 
can save time and money as well as in- 
crease the opportunities for finding more 
suitable personnel. 

Most personnel agencies keep an active 
file of applicants properly screened and 
interviewed. When necessary, agencies 
advertise in newspapers and business pub- 
lications for applicants to fill vacancies 
listed with them. These services are per- 
formed without charge or at very modest 
fees. 

In most states, agency compensation 
is provided by the placed employee at 
rates fixed by law. However, some em- 
ployers feel that their employees should 
not have to pay for employment, or fear 
that employees, to avoid the fee, will go 
to companies that provide their own em- 
ployment office. Under such conditions, 
the employer will often pay the fee or, 
when many recruits are needed, will con- 
tract for the services of an agency. One 
novel method is to allow the new em- 
ployee to pay the usual fee, then, after 
six months of satisfactory service, return 
the money to him as a bonus. This pro- 
tects the employer at the initial stage and 
provides a morale-booster for the employee 
when he has made the grade. 

Most famous agencies are usually in 
large cities. However, the current trend 
to decentralize industry has attracted an 
increasing number of agencies to suburban 
areas. Business firms will usually find a 
local agency preferable, since the local 
agency is more familiar with local labor- 
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WORKING EFFECTIVELY WITH EMPLOYMENT AGENCIES 


market conditions, actual wage rates, 
availability of workers—plus the char- 
acter, background, and quality of appli- 
cants. In cases where exceptionally ex- 
perienced specialists are desired, it may 
be necessary to seek the aid of agencies 
which specialize in that field. 

Firms presently using agencies usually 
list satisfactory service as the most im- 
portant reason for selecting one agency 
over another. But regardless of your past 
experience, the following qualifications 
may be of service in analyzing either the 
agency now used or one which is con- 
templated: 

1. Agency history, including length of 
time in business, kind of personnel special- 
ized in, number of employees in the 
agency, experience and training of agency 
employees. 

2. Agency's current business status, as 
determined by average number of job 
applicants per week, type of jobs sought 
by applicants, average number of place- 
ments, experience the agency has had in 
your or allied fields, the attitude of other 
agency clients to the agency. 

3. Techniques used by the agency to 
attract applicants, such as volume of ad- 
vertising and media used; direct-mail 
campaigns; word-of-mouth results; and 
participation in civic affairs, chamber of 
commerce, and trade groups. 

4. The character of the establishment, 
as evidenced by tidy offices, with adequate 
facilities to handle your needs; interview- 
ers and receptionists, well-groomed and 
courteous, who appear to take a genuine 
interest in applicants; and a management 
suitable for servicing your needs. 

Upon choosing the agency, you should 
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furnish the interviewer with adequate plete job specifications. (5) List all con- 
information concerning the company and _ ditions of employment. (6) Give a cour- 
factors that affect the job. The agency teous interview with as little delay as 
must know: (1) expected duration of possible. (7) Inform applicant immedi- 
job; (2) hours—scheduled and amount ately if he does not qualify. (8) Notify 
overtime, (3) agency of reasons for non-acceptance. 
of rate, expected hiring rate, and specia : Lamenial 
benefits; (4) working conditions; (5) fu- bes _ the agency of disposition of 
In addition to the job description, the 
following personal specifications should be client Sen 
provided for the interviewer: (1) experi- 
ence desired—length, type, quality; (2) large. 
education desired—public school, techni- ever, there are occasions when the size 
cal school, college, special training; (3) and scope of the acy aN be con- 
personal—age, health, physical require- sidered—for example, in the staffing of a 
ments, marital status, personality, male large manufacturing firm moving into a 
or female, appearance. new area. An activity of this size will 
To obtain best results, the following probably require special arrangements for 
steps should be taken: (1) Give as much — handling a large volume of applicants and 
advance notice of the opening as possible. work within a limited amount of time. 
On occasions such as this, employers 


(2) List position with only one or two 
agencies in one territory. (3) Refrain should make arrangements for their needs 


from independently advertising a position in sufficient time to include adequate 
listed with an agency. (4) Give com- planning. 
—Joun D. Wurrmore. American Machinist, October 29, 1951, p. 126:2. 


The Alcoholic as an Accident Hazard 


IT HAS been estimated by the National Committee on Alcoholism that some 4,000,000 
people have found that the use of alcohol has constituted a more or less serious 
problem in their lives. Economically, the excessive use of alcohol is claimed to cause 
a loss of almost a billion dollars annually. 

Eventually most alcoholics undergo distinct personality changes that add to their 
instability. Alcoholics are definitely “accident prone.” It has been found that 
the industrial accident rate among excessive drinkers is from 100 to 200 per cent 
higher than among non-alcoholics alongside whom they work. 

—From an advertisement of the Metropolitan Life Insurance Company 


SICKNESS ABSENTEEISM IN INDUSTRY now claims 400 million to 500 million man- 
days a year, with a loss of 4.2 billion dollars in wages and a corresponding loss in 
production and profits. Dr. Howard Rusk, in a recent article in the New York 
Times, contends that adequate in-plant medical services can reduce such losses. 
“During World War II sickness absenteeism rates in industrial plants with inade- 
quate or poor medical services varied from 4 to 6 per cent daily as compared to 2 
to 3 per cent in plants where good medical services were available.” The report 
asserts that “the great majority of workers today are employed in plants that have 
little or no medical services except routine pre-employment physical examinations.” 
—Council News (Research Council for Economic Security, Chicago, Ill.) 
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GRIEVANCE RECORDS: AN AID TO CONTRACT NEGOTIATION 


“SE xperience is the best teacher.” The 
accuracy of this old adage is forcibly 
demonstrated when it comes to negotiat- 
ing a collective-bargaining agreement. 
When a company and a union negotiate 
a first contract, they're operating to a 
great extent in the dark. The “bugs” 
only appear when the pact actually is 
in operation for a period of time. It’s the 
knowledge gained from these rough spots 
that management can use to advantage 
when renewal of the agreement is being 
negotiated. 

An accurate and complete record of 
the disputes that arose under a union 
contract is a “must” if the next agreement 
is to be a better one. Often, however, 
management bogs down on the mechanics 
of this record-keeping. Either the vital 
facts are buried in hopelessly voluminous 
files, or else they are scattered about in 
so many different places that it’s almost 
impossible to put them together in a 
comprehensible manner. 

Only a comparatively few companies 
have developed efficient systems for keep- 
ing grievance records. One of the best 
of these is in effect at the Budd Company 
in Philadelphia, makers of automobile 
bodies and other transportation equip- 
ment. The Budd system is so effective 
that it is used not only to prepare for 
negotiations at contract renewal time, but 
also as a check on day-to-day operations 
under the agreement. From its records, 
management can find out which depart- 
ments are having the most trouble—and 
perhaps take immediate steps to provide 
a remedy. Here are the details of its 
grievance record-keeping procedure: 

The first and basic step is the 3” x 5” 
record card that assigns a case number to 
every dispute and notes the details of 
its settlement. Each card denotes the 
final cost to the company of each griev- 
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ance. This cost does not include the time 
spent in settlement of the dispute—just 
the out-of-pocket expense to the company 
brought about, through back pay or other- 
wise, by the final decision in the case. 

The next step is to compile and cor- 
relate the data from the basic cards into 
quarterly reports which show the kinds 
of grievances that crop up most fre- 
quently and their cost. Budd compiles 
these data on a form it calls Grievance 
Statistical Report, Part A. This form 
records the grievance according to the 
section of the contract involved and also 
totals up how much these disputes cost 
the company during the three-month 
period. 

The third step is the quarterly record 
of the number of grievances, broken 
down on a departmental basis. This 
record—Grievance Statistical Report, Part 
B—enables management to spot the de- 
partments where the most grievances are 
cropping up. Frequently, something can 
be done to cut down an abnormal amount 
of grievances in a department, quite apart 
from any discussions with the union. 

So far, the record-keeping is valuable 
in checking on day-to-day operations. But 
it’s a simple matter to compile the quarter- 
ly reports at the end of the contract term 
and have a complete record that will be 
invaluable in negotiating a new agree- 
ment. The quarterly reports, totalled up, 
will show you all the contract clauses 
that have plagued you in the past, and 
will add up in dollars and cents the cost 
of these disputes to the company. Then 
it’s just a matter of figuring out the 
remedy and insisting, at the bargaining 
table, on incorporating this remedy into 
the new contract. 

One final step rounds out the Budd 
record-keeping system. All documents re- 
lating to each dispute — including the 
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record of settlement at each step of the tiator who wants to know in what way 
grievance procedure—are kept for future a particular clause needs amendment has 
reference in a special file. The case-record at his fingertips all the facts he needs to 
of each dispute is filed under the con- make an intelligent decision on the ques- 
tract section involved. Thus the nego- tion. 

Foremen’s Institute), Report 297, p. 5:4. 


—Employee Relations Bulletin (National 


Absentee Cost Placed at $56 for Each Worker 


HOW MUCH does absenteeism cost American industry? The answer, reports Benson 
Laboratories, Inc., on the basis of a spot check of 249 companies, is an average 
$56.00 per employee per year. 

In making the survey, the Pittsburgh concern also discovered that less than 25 
per cent of the business organizations checked maintain absentee records of any 
kind—despite the importance of the subject to industry. 

Furthermore, only 8 per cent of the companies surveyed maintain records which 
are complete enough to indicate the dollars-and-cents cost of absenteeism to the 
employer. This is highly unfortunate, Benson Laboratories believes, in light of the 
fact that, according to the survey, the total cost of absenteeism to American industry 
works out to more than $3-1/3 billion every year. 


—Commerce 12/51 


What Good Are Management-Labor Meetings? 


TO DETERMINE what results, if any, come out of conferences between management 
and labor groups, a survey covering all types and sizes of manufacturing companies 
was conducted recently. The survey revealed the following: 
1. Forty-four per cent of the firms who replied arrange for periodic meetings 
between management and labor representatives. 
2. Nearly all the companies conducting such meetings have done so for several 
years, with 46 per cent of the respondents indicating that conferences have been 
H taking place for more than 10 years. 

3. Most meetings—62 per cent—are held monthly, but 23 per cent of the manu: 
facturers answering hold management-labor sessions on a weekly basis. 

4. An overwhelming number of firms, 93 per cent, have found that such meetings 
improve their labor relations; and 77 per cent attribute increased efficiency and 
production to regular get-togethers between worker and management. 

—Mill & Factory 10/51 


AMA MIDWINTER PERSONNEL CONFERENCE 


The Midwinter Personnel Conference of the American Management 


Association will be held on Monday, Tuesday, and Wednesday, Feb- 


ruary 18-20, 1952, at the Palmer House, Chicago. 
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HOW TO CONTROL ABSENTEEISM 


One or tHe manpower shortage head- 
aches that is bound to develop as the 
present labor situation becomes more 
acute is absenteeism. Women workers, 
aged and marginal employees, and over- 
time wages will all contribute to this evil. 

Industrial plants with low records of 
absenteeism have a definite procedure 
they follow to keep this profit leak at a 
minimum. Here are some steps that can 
be taken to control this problem: 

1. Analyze the Causes. The causes of 
absenteeism should be grouped into the 
internal and the external. External causes 
might include anything from lack of baby- 
sitters to a change in draft status. These 
causes can often be handled by a pre- 
gressive plant that offers extra services 
to employees —transportation, parking 
facilities, company stores for more con- 
venient shopping, child care centers, and 
community housing with modern facili- 
ties. Internal causes might include poor 
working conditions, lack of recreational 
facilities, long hours, continued overtime, 
unusually high wages, and job boredom. 
When the analysis of the causes of ab- 
sentecism is complete, the solution to the 
individual plant’s problem may suggest 
itself. 

2. Fit Men to Jobs. Better personnel 
selection from the screening interview to 
final placement on the job will eliminate 
most of the job boredom that causes 
absenteeism. When an employee has the 
necessary qualifications, is sold on the 
job and the company, and gets off to a 
flying start in congenial surroundings, the 
job boredom will vanish. 

3. Provide Adequate Training. Proper- 
ly trained employees and foremen will 
eliminate much of the friction and lack 
of understanding that develops in day-to- 
day contacts on the production line. Most 
plants have discovered that this training 
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should emphasize (1) technical skill and 
(2) human relations. 

4. Keep Adequate Records. Many 
absence records do not reveal the real 
offenders or indicate the cause of ab- 
senteecism. For instance, two workers 
may each have 22 days of absence dur- 
ing a year. At first glance, these two 
men are both serious problems. Further 
investigation, however, might reveal that 
in Case A each absence took place on 
the day before a long week-end and the 
day after a holiday. Thus, with a record 
of 22 days absent, this employee was 
taking extra trips or in some manner 
having a short vacation 11 times during 
the year. In Case B, on the other hand, 
investigation might reveal that the em- 
ployee had his 22 absences consecutively, 
and that during this period, he had a 
major operation which was recommended 
by the plant physician. This analysis 
indicates that records should show both 
the frequency and the duration of ab- 
sences to be most valuable.* 

A complete breakdown of records 
might be made by department, shift, day, 
sex, reason, and frequency. Then this 
absenteeism record can be analyzed to 
reveal the chronic offenders, the problem 
departments, and the basic reasons. 

5. Delegate Responsibility. Many plants 
give the foremen the major responsibility 
for handling the absenteeism problems 
in their own departments. Job interest 
and a spirit of cooperation can be de- 
veloped more quickly by passing the re- 
sponsibility down the line. When the 
foreman knows he is responsible for mak- 
ing the work interesting, he will work 
harder to accomplish this goal. However, 
regardless of how much responsibility is 


* See “Times Absent vs. Days Absent as a Measure 
of Absenteeism,” by Bernard ij Covner and Max 
Smith in July, 1951.—Ep. 
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delegated, top management should keep for promotion. Some plants use the last 
its finger on the problem at all times so six months’ attendance record in deter- 
that it can move in quickly with another mining salary increases for non-union 
plan of control, if necessary. members. Such methods provide an in- 
6. Penalize Absences. When an em centive for better attendance and serve 
ployee knows that an excessive number of 8 a reward for loyal workers. 
absences will make him ineligible for a Recognition is a form of reward that 
raise or promotion and more vulnerable " also poove effective as a method of 
for a layoff, he will try to keep his record controlling absenteeism. Plant posters 
of attendance in good shape. Some plants with the name of the shift or depart: 
limit the number of days lost during a ™ent that has the best attendance record, 
six-month period, excused or unexcused, different-colored time cards for chronic 
to a certain figure. Others put more em- absentees,. and stories in the Were ape 
house magazine about employees with the 
phasis on the frequency of the absences w ; 
st attendance records are some of the 
methods that have been used successfully. 
Union stewards may enter the picture However, it must be remembered that 
if layoffs are made on a basis of attend’ incentives or rewards will not offset poor 
ance only. It is therefore advisable to personnel policies. Basic problems in the 
work with the union in establishing a plant must be solved first to control ab- 
| policy on absenteeism when the contract — senteeism. Then, when the plant is operat- 
is prepared. ing with a low ratio of absences to 
7. Reward Attendance. Conversely, scheduled days, the incentive plan can 
perfect or near-perfect attendance is be instituted to reduce further the num- 
usually considered in selecting employees ber of occasional offenders. 
J. E. Braprorp. Mill & Factory, Vol. 49, No. 2 


Some Suggestions for Supervisors 


A NUMBER of fundamental guiding rules by which supervisors should govern their 
daily actions and attitudes were outlined recently by Forrest H. Kirkpatrick in an 
address before the Western Pennsylvania Council: 

1. Recognize at all times and under all circumstances that you are supervising 
people. Never permit anything in your department to become more important in 


your mind than the people. 
2. When you think in terms of people, always remember that “the whole man” 


is your concern. You are not dealing with a “workman” or a “mechanic” but with 
a human being whose emotions, purposes, prejudices, sympathies, feelings and ideals 
are part of his life—both on and off the job. . 

3. Do not, by your words or acts, contribute unnecessarily to employee dissatis- 
faction in your department. Employee dissatisfaction is unnecessary when it is caused 
by a supervisor's carelessness, sharp tongue, bad temper, poor planning, or lack of 
fairness 

4. Recognize that there are two sides to every situation and that you do not 
xnow the story until you have heard the other side. Do not assume that your story, 
or the story you know, is always the right story or the whole story. In every situa- 
tion, keep your mind open until all the facts are in. 

5. Take the initiative yourself when something which affects an employee is 
wrong or unfair. Let your people see that they can depend on you to go to bat 
for them. If employees run to the union steward with everything, if they make 
. — of everything, the supervisor is partly to blame because he is not on 
the job. 

6. Recognize the importance of time and place in dealing with people. Be a good 
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stage manager. Whenever you have a choice, pick the most favorable time and the 
most favorable place for giving employees aon news or bad news, for giving them 
criticism or a pat on the back, for granting a request or denying it. 

7. Be willing to accept responsibility for your own mistakes. People like a man 
who is “big enough” to admit when he is wrong, and if they cannot like him, they 
at least respect him. Never underestimate the real importance of your personal 
relationship with your workers. It will work for you or against you, but it will 
never be neutral in the long run. 

8. Remember that when you are on the job you live in a glass house. People see 
more than you realize and they measure you by your actions rather than your words. 


Stock Bonus—New Bargaining Headache 


PENSION BARGAINING was always an actuarial nightmare for most negotiators. But 
wait till they examine the angles involved in bargaining about stock bonus plans! 
NLRB has recently told a firm that balked: Stock bonuses—like any other benefit 
flowing to an employee out of his employment relationship—are a fit bargaining 
subject. This firm had been handing out 10 shares of its common stock as a 25- 
year service reward, but refused to follow through for one employee whose con- 
tinuity record had been broken by time on strike. NLRB required the company to 
give the employee 10 shares of stock “forthwith” and bargain with the union over 
future operation of his stock bonus plan. 

As a result of this decision, problems out of all proportion to the money involved 
may be raised when past-due shares of stock are part of a back-pay order. Here 
are some important points NLRB did not discuss in its decision: 

1. Between the date when the employee demanded the stock and the day he 
will actually receive it, well over a year will have elapsed. In the meantime, the 
stock has been paying dividends. If the employee had received stock when he was 
originally entitled to it, those dividends would have been so much extra cash in 
his pocket. Will the employer ultimately have to pay the back dividends also? 

2. The market value of the stock in this case was about $700 at the time the 
employee originally should have received it; but the same number of shares was 
valued at little more than $430 at the date of NLRB's order. To what extent is 
an employer liable for market depreciation? 

3. How would NLRB assess the value of temporary options— 
chase more stock which the employee might have exercised or sold? 


—Labor Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.) 11/14/51 
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How to Cut Food Service Waste 

CROSSE & BLACKWELL'S London plant has a simple way to cut food waste in the 
company cafeteria. It works like this: C & B posts luncheon menus in its cafeteria 
one day ahead. Employees having lunch today, say, are asked to register their 
choices of what they want for tomorrow's lunch, based on the posted menu. 
That gives the company a pretty accurate idea of what the next day's orders are 
going to be like. It's a great help in ordering and conserving food, since it cuts 
guesswork to a minimum. 

—Factory Management and Maintenance 


TO REACH those now working who can't come in for interviews, Lockheed Aircraft 
uses a classified column “quick action coupon,” which job-seekers may send in for 


an interview. 
—International Association of Public Employment Services 


January, 1952 


. 
‘ 
= 
19 
\ \ 


KNOW YOUR MEN! 


a supervisor is thoroughly ac- 
quainted with his subordinates—their 
backgrounds, home lives, financial dif- 
ficulties, and other problems which affect 
their ability to concentrate on the job— 
it is virtually impossible for him to recog- 
nize attitudes that may result in acciden- 
tal injuries. Though asking a foreman 
to become a psychologist may seem like 
adding one more burden to his already 
exacting duties, so many accidents stem 
from psychological causes that today’s 
supervision can hardly afford to ignore 
this aspect of the safety program. 

A recent study showed that factors 
leading to accidents could be classified in 
four categories: (1) a general revolt 
against ‘standardization’; (2) physical 
causes; (3) permanent psychological 
causes; (4) unexpected psychological 
Causes. 

Another study indicated that the acci- 
dent-prone group is characterized by 
extreme aggressiveness, resentment of 
authority, and generally poor social ad- 
justment. The low-accident group, on 
the other hand, is characterized by stabil- 
ity, scriousness rather than impulsiveness, 
and generally good adjustment to the 
social situation. 

Only through knowledge of people can 
we identify the over-aggressive members 
of the group, the ones who resent au- 
thority, and the ones whose minds are 
disturbed by financial and home problems. 
When a new worker is assigned to the 
group, the foreman should make every 
effort to find out as soon as possible the 
individual's home situation, habits, past 
accident record, ability to get along with 
people, dexterity and job knowledge, 
ability to concentrate in the midst of dis- 
tractions, and ability to apply instruction. 
Gathering this information is not to be 


—Wittiam W. Warte. National Safety News, December, 1951, p. 24:3. 


considered unwarranted prying into the 
individual's affairs. It is an essential part 
of the foreman’s job. Without it he can- 
not be in a position to assign the indi- 
vidual to work he can perform satisfac- 
torily and safely, nor can he make even 
a tentative diagnosis of accident prone- 


ness. 

Emotionally people are not static crea- 
tures. The well-adjusted worker of today, 
who is alert of mind and who concen- 
trates on his job, by tomorrow or next 
week may have developed a psychological 
disturbance wholly unrelated to the job. 
The man who generally has a cheerful 
greeting for his boss and fellow-workers 
but comes to work one day in a bad 
humor doesn't do so without cause. It is 
worthwhile to try tactfully to find the 
trouble. 

There are several ways in which the 
foreman may be able to spot accident- 
breeding attitudes. For one thing, he 
should be on the watch for non-injury 
accident cases, however minor. An ex- 
ample is excessive breakage of small tools, 
such as drill points. Such repeated occur- 
rences, while not serious in themselves, 
are often the key to attitudes which may 
result in serious accidents. Proper analysis 
and interpretation of these minor mishaps 
may enable the supervisor to prevent a 
major injury through transfer, additional 
training, or counseling. 

The foreman can make good use of psy- 
chological techniques, even though he 
may not call them by that name. He may 
call the process “common sense,” “good 
foremanship,” or “friendliness and in- 
terest,” but it carries him to the same 
goal—a better understanding of his peo- 
ple and the ways in which their personal 
problems affect performance on the job, 
especially safety performance. 
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Problems of Supporting Aging Population Increasing Rapidly 


Topay there are only five adult workers in the United States for every person 65 
years old or over; in 1850 there were 11 workers, 16 years old or over, for every 
oldster. In another 10 years, under current population trends, there will be approxi- 
mately four people at work for every person 65 or over. These figures point up 
our fast-mounting problems with respect to our aging population, reports North- 
western National Life. 

Simply voting the old people more dollars is no solution, either for them or the 
nation, the report observes, adding that old people do not consume dollars—they 
consume goods, like everyone else. Therefore any practical program of security for 
our aged must meet two basic requirements: 

1. Production of goods and services by our young and middle-aged people must 
be expanded much further through industrial progress so that there will be a 
greater margin left over to take care of helpless older members of our population. 

2. At the same time, our increasing numbers of older people must be permitted to 
work productively as long after 65 as possible. 

Most Americans want to stay useful after 65, says the report, pointing to a 
recent survey of the retirement aims of 3,000 of the company’s male policyholders. 
Results showed that only 24 per cent want complete leisure when they reach retire- 
ment age. The remaining 76 per cent want either to keep on at their present jobs 
as long as they are physically and mentally capable, or else to be financially able 
to ease up a bit, with shorter hours or in some lighter occupation. 

—Insurance Advocate 10/27/51 


Will Your Company Be Represented in the 
AMA Personnel Workshop Exhibit? 


THE AMA PERSONNEL WORKSHOP EXHIBIT will again be presented at the Associa- 
tion’s Midwinter Personnel Conference, to be held at the Palmer House, Chicago, 
February 18-20, 1952. Materials desired for the Personnel Workshop include: 


1. Policy statements and manuals 

2. Selection: Recruitment leaflets; materials for training of employment inter- 
viewers 

3. Education: Economic education—managerial, rank-and-file; pre-retirement 

4. Training (Include material supplied to executives, supervisors and foremen, 
and trainers): Executive inventory and development; supervisory development; 
conference leadership; material designed to aid supervisors and foremen in 
day-to-day administration of union contracts 

5. Communications: Welcome letters or leaflets; handbooks; house organs; execu- 
tive and supervisory letters or bulletins and those addressed to all employees; 
attitude surveys, forms, and reports; annual or similar reports to employees 
and joint reports to employees and stockholders 

6. Incentives (monetary, non-monetary—managerial, rank-and-file): profit shar- 

ing; stock purchase plans; stock option plans; thrift plans, including credit 

unions; merit and length-of-service recognition 

Benefit programs: Group benefits; pension plans 

Wage and salary administration: Job evaluation manuals, all positions; survey 

reports; explanatory material on wage and salary stabilization 

Merit rating plans, including training manuals for raters 

Company organization charts and manuals, including personnel department 

Reports to top management. 


1 
1 


Materials for this workshop should be shipped as soon as possible in duplicate to 
Ruth M. Kellogg, Director, Educational Exhibits, American Management Associa- 
tion, Management Training Center, Hotel Astor, New York 19, N. Y. 
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MEETING THE SHORTAGE OF TRAINED PERSONNEL: 


A SURVEY OF COMPANY PRACTICES 


A criticat sHortace of technically 
trained and highly skilled personnel is re- 
tarding production and forcing companies 
to use their hard pressed staffs to cope 
with production problems at the expense 
of research, according to 146 manufactur- 
ing companies recently surveyed by the 
Conference Board. Two-thirds of these 
firms say they are today actively seeking 
engineers, chemists, physicists, and such 
highly skilled men as die sinkers, pattern- 
makers, and tool makers. 

Furthermore, the current market rates 
caused by competition for such people are 
having an adverse effect on established 
company wage structures. Many coop- 
erating companies report that their estab- 
lished wage rates give them little leeway 
to compete for labor in their local areas. 

To counteract this, recommendations 
and suggestions by executives favor the 
establishment of area wage scales by the 
Wage Stabilization Board to end the 
“sky-is-the-limit™ payment of higher rates 
by new or competing firms, thus prevent- 
ing job hopping which would further in- 
crease rates. In this connection, some 
companies report that, before hiring, they 
check with the employee's former com- 
pany to ascertain whose need is the more 
critical 

The damaging effect of the increasing 
turnover of technically trained and highly 
skilled personnel, induced by intercom: 
pany competition for their services, is 
heightened by the withdrawal from the 
labor force of some of these employees 
by the armed forces. 

Many of the companies surveyed recom: 
mend that there be an easing of draft and 


officer recall laws and a greater apprecia- 
tion on the part of the government of the 
role of the engineer and highly skilled 
man in maintaining production and de- 
velopment. Concrete suggestions aimed 
at improving this situation, such as those 
made by the Engineers Joint Council, in- 
clude: (1) permanent deferments of cri- 
tically needed personnel, or at least defer- 
ments until suitable replacements can be 
obtained and trained; (2) permission for 
students to complete college and school 
training, and then to gain some experi- 
ence; and (3) avoidance of drafting or 
recalling to active duty highly experienced 
personnel unless they are needed and 
assigned to projects requiring their spe- 
cific skills. 

To counteract their personnel losses 
and to meet expanding demands, many 
manufacturers say they are intensifying 
efforts to recruit personnel from schools 
and other industrial areas, and are train- 
ing and upgrading their employees and 
encouraging more overtime work to help 
make the necessary salary adjustments. 

The current shortage of skilled per- 
sonnel is considered a result of super- 
imposing a defense economy on top of a 
robust civilian economy. Cooperating ex- 
ecutives believe that if the defense pro- 
gram were curtailed the situation would 
ease; however, some state they are pres- 
ently seeking engineers and highly skilled 
men to handle nondefense work, and any 
defense curtailment would not materially 
affect their needs. On the whole, no im- 
mediate relief of the shortage of tech- 
nically trained and highly skilled per- 
sonnel is foreseen. 


pip you KNOW that about one out of 10 working adults is a handicapped person? 
This means that there are more than six million now in the American labor force. 
—Dawier J. Litriey in The Advertiser's Digest 
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Also Recommended « « « 


MANPOWER CONTROL CHARTS. By James Eas- 
land. Factory Management and Maintenance 
330 West 42 Street, New York 18, N. Y.), 

ctober, 1951. The manpower control plan 
described in this article includes three major 
elements: job evaluation, manpower control 
charts, and decentralized operating procedures. 
This system, which is described in detail, en- 
ables the company to check the work skills 
of everyone in a department (about 30 work- 
ers) in less than five minutes. 


HELP FOR THE ACCIDENT PRONE. By Fred P. 
Kiefer. Safety Maintenance ©& Production 
(75 Fulton Street, New York 38, N. Y.), 
October, 1951. Many studies and surveys show 
that a small segment of the population accounts 
for a large percentage of all accidents. The 
author discusses some of the psychological fac- 
tors involved in accident proneness and de- 
scribes the training program established by one 
company to help foremen and _ supervisors 
understand why some people are accident 
prone. 


FOUR SKILLS FOR DEFENSE. Industrial Bulletin 
(80 Centre Street, New York 13, N. Y.), 
November, 1951. The success of the entire 
defense effort depends on the work of four 
groups of highly skilled craftsmen—tool and 
die makers, machinists, patternmakers, and 
casemakers and molders. his article describes 
the functions of each group and recommends 
an apprentice training program for producing 
enough highly skilled craftsmen to supply 
future needs. 


THE CONFUSION IN UNION STATUS: A PRO- 
POSAL. By Clay P. Malick. Labor Law Journal 
(214 N. Michigan Avenue, Chicago 1, Ill.), 
November, 1951. Labor unions are, Mr. 
Malick believes, quasi-public bodies which the 
courts have placed somewhere between private 
clubs and public agencies. He suggests that 
labor unions be declared public because, by 
their nature, they function in society in a way 
we normally associate with governmental 
agencies. He illustrates his discussion by an 
extensive citation of cases. 


RACE RELATIONS AND ANTI-DISCRIMINATORY 
LEGISLATION. By John H. Burma. The Ameri- 
can Journal of Sociology (5750 Ellis Avenue, 
Chicago 37, Ill.), Vol. LVI, No. §. Durin 
the past decade, legislation has become one o 
the major weapons in the battle against dis- 
crimination. Dozens of states now have anti- 
discrimination laws, most of them of recent 
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origin. Experience and analysis indicate that 
this is a useful technique, though not a per- 
fect one, for reducing discrimination; and the 
indications are that the success of the present 
laws will result in more such legislation in the 
future. 


LABOR STILL CONCERNED OVER RETIREMENT 
PROBLEM. By Willard E. Salenberger. Em- 
ployee Benefit Plan Review (166 West Jack- 
son Boulevard, Chicago 4, Ill.), Fall, 1991. 
In the past three years, organized labor, par- 
ticularly in the mass production industries, 
has given retirement security top priority in 
collective bargaining. In discussing recent 
trends, the author concludes that retirement 
security on a sound and long-range basis 
can be gained only through a substantially 
more comprehensive and effective public insur- 
ance system than we have so far achieved. 


THE PERSONNEL DEPARTMENT IN A MOBILIZA- 
TION ERA. By Edward J. Walsh. California 
Personnel Management Association, 2180 Mil- 
via Street, Berkeley 4, Calif. 10 pages. $1.00. 
Drawing on the experience of General Foods 
Corporation, its director of personnel admin- 
istration shows how the activities of the per- 
sonnel department can be critically reappraised 
at regular intervals to determine whether the 
personnel program is attuned to the times, 
whether it meets company needs, and whether 
personnel expenditures can be justified. 


INFORMAL FACTORS IN CAREER ACHIEVEMENT. 
By Melville Dalton. The American Journal 
of Sechinan (5750 Ellis Avenue, Chicago 37, 
Ill.), Vol. LVI, No. 5. This study of 226 
careers in a managerial hierarchy reveals no 
formal pattern of selection and promotion in 
terms of age at entry, rate of advancement, 
occupational experience, or type of educational 
training. But informal processes of selection 
appear to function significantly through the 
use of such criteria as religion, ethnic com- 
position, political belief, and participation in 
accepted organizations. 


MODERN EMPLOYEE HANDBOOKS STRENGTHEN 
COMPANY RELATIONS. Marketing (119 York 
Street, Toronto, Canada), October 20, 1951. 
This article suggests five classifications of edi- 
torial contents for those revising or preparing 
employee handbooks. According to the author, 
a major trend in the production of employee 
handbooks is the use of the cartoon technique 
instead of photographs, which go out of date 
too quickly. 
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Office Management 


is seLr-EvIDENT that before any addi- 
tion can be made to profits, operating 
costs must be paid. In the office, operat- 
ing expenses fall into five general classifi- 
cations: first, the cost of the office space; 
second, the cost of furniture and equip- 
ment; third, the cost of material; fourth, 
the cost of communications; and fifth, the 
cost of the employees. If, through proper 
planning, we can exert substantial control 
over these five classifications, we shall 
have materially reduced our operating 
costs. 

A major factor in the control of office 
space costs is a high degree of flexibility. 
Large open areas, where private offices 
and enclosed sections are at a minimum, 
insure that the flow of work will not be 
placed in a rigid pattern because of the 
office layout. As a concrete example of 
the benefits that can be gained from de- 
signing an office for production purposes, 
the cost of space in our traditional home 
office building was approximately $2.65 
per usable square foot; in a streamlined 
office, which lends itself far better to our 
operations, the cost per usable square foot 
fs only $1.72. 

The next cost over which we can exer: 
cise control is that of the furniture and 
equipment required to process our busi- 
ness. 

A major cost-saving item here has been 
a desk especially designed for us. We 
call it a left cut-out typewriter desk. 
Each desk has an area at the left corner 
considerably larger than a_ typewriter 
base dropped about two inches below the 
balance of the desk top. This space is 
used as a permanent spot for the type- 
writer, leaving the balance of the desk 


24 


CONTROLLING OFFICE EXPENSES 


free for the arrangement of work other 
than typing. This desk eliminates the 
problem of the girl facing the window as 
she sometimes does with left or right- 
hand type pedestals; puts the stationery 
drawer beside the employee's right hand 
rather than behind her back; furnishes 
a firm typing foundation, which is par- 
ticularly important where electric type- 
writers are used; reduces floor space re- 
quired as compared with the usual ex- 
tending typewriter platform; and doubles 
the size of the knee space, making it 
easier for the employee to shift from a 
clerical to a typing position. 

Control of maintenance and replace- 
ment costs on furniture and: equipment 
purchased is a very important factor and 
one many of us are inclined to overlook. 
To save money, we decided several years 
ago to equip ourselves so that we could 
perform our own repairs wherever pos- 
sible. Formerly, maintenance contracts on 
our dictating equipment alone amounted 
to some $4,000 annually. We found that 
we were able to hire, for less than $3,000 
a year, a man qualified to service our dic- 
tating equipment and also repair type- 
writers and adding machines. 

The next operating cost is that of the 
material on which we process our busi- 
ness, or the printed forms, stationery, 
and office supplies that are required to 
complete our operations. In this area, 
we have achieved major economies with 
the use of a standard stock catalog which 
contains all the stationery supplies and 
forms used in the company. The stock 
number, quantities in which the forms or 
supplies are packed, and the proper ac- 
count to which the supplies should be 
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charged are indicated. A continuous pro- 
gram is under way to eliminate the num- 
ber of special forms required, and where- 
ever possible a form is designed so that 
it may be used in all our divisions rather 
than in a particular division. 

The fourth cost is that of communica- 
tions. Telephone toll charges are a major 
element of our communications costs. 
Our switchboard operators keep a record 
of each toll call, who made the call, and 
the length of the call. At the end of the 
month, the cost of these calls is broken 
down, and each department head is fur- 
nished with a list of the calls made by 
his department, the time involved in the 
calls, and the cost, as well as compara- 
tive figures for the other departments. 

The cost of our telegraph messages is 
controlled in a similar way. Also, in the 
message center a copy of every message 
is edited and returned to the sender, and 
any words that might have been elimi- 
nated or rephrasing that would have done 
the same job at a lower cost are indicated. 

The fifth cost, that of the salaries of 


the employees who process our business, 
far exceeds the other four in dollar 
volume. The following step is only one 
of the measures which can be taken to 
reduce costs in this area: 

All the employees and most of the 
supervisors in our offices maintain daily 
production reports. Recently a check in 
one of our divisions indicated that, while 
the full time of one and a half girls per 
month was required to keep the produc- 
tion records for the division, the work of 
the division under the production pro- 
gram was being done by 17 fewer people, 
even when we included the people keep- 
ing the production records. 

A final tool that has helped us reduce 
our expenses is our procedure manual. A 
procedure manual that illustrates not only 
the general method by which company 
policy should be carried out but in detail 
shows the flow of work will insure a 
higher degree of uniformity and prevent 
the breakdown of communications be- 
tween the planners and the people who 
do the work. 


—E. B. Rust. Best's Insurance News, November, 1951, p. 63:11. 


FUNCTIONAL FURNITURE: FEDERAL OFFICES 


ARE SETTING AN EXAMPLE 


Desxs RESTING on runners instead of 
legs will gradually appear in thousands 
of Federal offices throughout the land. 
There will also be legless bookcases, files, 
side cabinets, highboys, and other office 
items, in a new application of the trend 
which has, in recent years, led to fewer 
and fewer legs (inanimate) in the Ameri- 
can office. ; 

While this innovation was being 
planned, government designers made other 
improvements over the type of desk gen- 
erally seen in present-day offices. Since 
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only one person can get his legs under 
the average desk, the stenographer, who 
comes in to take dictation from the boss, 
must sit sidewise, thus inviting curvature 
of the spine. A conference must often 
move to a table. Why not combine desk 
and table? Thus, though the chassis of 
the new desk is conventional, with the 
familiar two stacks of drawers, the table- 
like top projects out over the chassis so 
that three to seven people can sit around 
the desk with their knees under it. Since 
a separate conference table is no longer 
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needed, the executive's office can be 
smaller and more offices can be put in 
the same floor space. 

The new multi-access desk will prob- 
ably be blond in tone. Scientific research 
has shown that a leading cause of “three 
o'clock fatigue” is the day-long effort of 
the eye to accommodate itself to white 
papers on dark mahogany or walnut 
backgrounds. 

Over-all, the advantages of the desk 
are these: 

1. It is a combined desk and conference 
table. 

2. It eliminates the use of additional 
tables in the room by providing retract- 
able leaves at the ends of the desk which 
serve as supports for such items as tele- 
phones, push buttons, bell boxes, dicta- 
phones, writing pads, and other business 
office tools. 

3. It serves as a receptionist’s and 
stenographer's desk by providing retract- 
able leaves which support typewriters at 
the proper height and which permit the 
location of the desk in any position where 
it can be favorably lighted by outside 
illumination. 

4. It eliminates the individual legs and 
provides “runners” along which the noz- 
zles of vacuum cleaner implements may 
be pushed easily and quickly without 
injury to the desk. 

5. The drawers are interchangeable. 


—Office Management and Equipment, Vol. 12, No. 3, p. 30:3. 


White-Collar Exodus? 


6. Each drawer is especially designed 
to do its particular work. 

7. There is no “belly” drawer. 

8. A standard chassis will be built to 
support three different sizes of tops: 
60 x 34 inches, 72 x 40 inches, and 
84 x 42 inches. 

9. All edges exposed to injury from 
charwomen’s tools are rounded to resist 
damage. 

10. The desk will be equipped with 
power and lighting outlets to conduits 
for telephone and buzzer systems to per- 
mit connection into underfloor ducts be- 
neath the desk. 

11. Each pedestal is locked individually 
to permit important papers in one of 
the pedestals to be kept under lock all 
the time. 

12. The design of a single chassis with 
various sized tops permits universal appli- 
cation of the desk to every office purpose. 

13. The retractable leaves at each end 
of the desk are geared to remain sta- 
tionary at each position. On the 60 x 34- 
inch desk, the leaves can be fixed auto- 
matically at any one of three exposed 
positions. On the 72-inch desk and the 
84-inch desk, the retractable revolving 
leaves are adjustable in two exposed posi- 
tions. Any leaf which is not in constant 
use may be retracted out of sight into 
the body of the desk. 

14. The leaves are calculated to sup- 
port 125 pounds on the extreme corner. 


WHITE COLLAR WORKERS will be deserting in droves come January—unless pay 
policy is revised in many companies—predicts the Research Institute of America. 
Both horizontal and vertical pay differentials have been narrowed by distorted pay 


schedules in the past year. 


Employers may use General Salary Order 6 to correct intra-plant inequities with- 


out Salary Board approval, the Institute points out. 
increases may be given during "52 when a new merit increase fund becomes available. 


In addition, periodic pay 
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CHOOSING OFFICE COLORS 


Tuoucn we have heard and read much 
about the use of colors to increase office 
efficiency, the subject has, unfortunately, 
often been made to appear complex and 
dificult to understand. However, by 
learning a few simple rules, an office 
manager can strip the veil of mystery 
surrounding this matter and establish an 
effective yet economical color system for 
his offices. These rules are as follows: 

1. Avoid strong colors; they are so 
stimulating as to produce a feeling of 
discomfort if applied on large surfaces 
such as walls. Examples of such colors 
are: Chinese red or yellow, and orange. 
They are popularly referred to as violent 
or intense, whereas their opposites are 
known as soft. 

2. The predominant wall color of offices 
having abundant natural light should be 
blue or green (cool colors to complemen: 
the warm sunlight). Exception: if the 
sole source of the natural light is the 
north, then a warm color should be 
predominant. 

3. The predominant wall color of offices 
having little or no natural light should 
be a warm color so that a feeling of 
warmth, normally supplied by sunlight, 
may be provided. 

4. Colors for walls should reflect 50-60 
per cent of the light that falls on them. 
If the reflectance value is too high, glare 
results; if too low, costly light is wasted. 
The reflectance value is determined by 
the amount of white (or black) in the 
color. Any good paint manufacturer will 
gladly give you data on the reflectance 
values of the colors he makes. 


5. Never paint all walls the same color. 
Your predominant wall color should be 
selected according to rules 2 and 3 above 
with at least one wall painted another 
color. To keep your total number of 
colors to a minimum, you might paint 
your alternate wall a light gray. ‘The 
gray, like other wall colors, should have 
a light reflectance value of 50-60 per cent. 
Since it is intended to provide relief 
from the monotony of one color, the gray 
should be easily seen by the occupants 
of the office. 

6. Ceilings should be white to provide 
maximum reflection of light. 

7. Trim colors should be darker (to 
reduce maintenance costs) than wall 
colors and should harmonize with them; 
a medium tan for green walls and a 
medium gray for blue or tan walls are 
suggested. 

8. Doors should be the same color as 
the wall. 

9. Columns should be the same color 
as the background against which they are 
most often seen. 

10. The color of the floor should har- 
monize with the predominant wall color. 

11. Furniture and machines should be 
of colors having good light reflectance 
values rather than traditional black or 
dark green. 

These rules are all you need to know 
to establish for your offices color schemes 
that embody the most recent knowledge 
of color phenomena. Such schemes will 
cost you little, if any, more than your 
present schemes, and you may gain much 
in employee good will and efficiency. 


—C. I. Keeran. The Office, November, 1951, p. 82:3. 


CARBON FEEDER: A new device for feeding roll carbon paper in tabulating machines 
is reported to save 80 per cent on carbon costs in the average application. Called 
“Feedmaster,” it is mounted behind the carriage of the tabulator, feeds from a 
plain carbon roll, controls spacing of the carbon, and rewinds the carbon roll. 
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To set up comparative figures on the 
vital question of overtime, the National 
Office Management Association recently 
surveyed 1,229 member offices. More 
than three-quarters of these offices are 
covered by an overtime pay plan, it was 
found. Here are some specific findings 
of the survey: 

Of the 75 per cent who reported some 
type of overtime payment plan, 2 per 
cent pay less than straight time for over- 
time work, and 86 per cent pay time and 
one-half. Less than 10 per cent pay be- 
tween straight time and time and one- 
half; only 3 per cent allow more than 
time and one-half. 

In only 13 per cent of the offices do 
all salaried employees receive overtime 
pay for overtime work. In those com- 
panies in which only some salaried em- 
ployees receive overtime pay, non-super- 
visory clerical employees receive it in 87 
per cent, supervisory clerical in 47 per 
cent, professional in 10 per cent, adminis- 
trative in 7 per cent, and executive in 2 
per cent of the companies. In these com- 
panies, overtime is not paid if salaries 
are above a certain level. Most companics 
set this level at $4,000, with $3,000 and 
$5,000 running next. One of these three 
limits was selected by 85 per cent of 
those reporting. 


OVERTIME PAY PLANS IN THE OFFICE: A SURVEY 


A. H. Gacer. Office Executive, Vol. 26, No. 8, p. 34:1 


Paper Colors and Clerical Productivity 


When overtime pay is not available 
to all levels of employees, the problem 
arises of keeping subordinates’ pay from 
exceeding the pay of superiors. The sur- 
vey results indicate that 57 per cent of 
the respondents do nothing to overcome 
this problem. However, 17 per cent of 
the companies make salary adjustments 
to keep subordinates from making more 
than superiors; 10 per cent pay a uniform 
overtime rate to all employees; 9 per cent 
keep base salaries far enough apart so 
that overtime earnings cannot bring the 
levels together; and 7 per cent decrease 
overtime pay as salaries increase. 

The methods used by this last group 
(7 per cent) vary greatly. More than 
one-half of them decrease the dollars- 
and-cents hourly pay for overtime as 
salaries increase, and about one-fifth re- 
duce the overtime percentage rate as 
salaries increase. 

A common overtime pay plan is one 
which pays time and one-half to non- 
supervisory clerical employees earning 
less than $3-4,000. Under such a plan, 
no provision is made to protect non- 
eligible salaries from being equaled or 
exceeded by overtime added to subor- 
dinates’ pay, nor is there any ceiling on 
the total amount that can be earned in- 
cluding overtime. 


WHAT EFFECT does the color of paper stock have on visual efficiency and on over-all 
clerical productivity? For instance, is there any reasun to believe, as has been 
claimed, that a green-colored paper stock is more restful to the eye, and therefore 


a means of increasing clerical productivity? 


On the basis of scientific studies, it is an accepted opinion that white paper stock 
is still the best color. The nearer a piece of paper is to white, the more readable 
it is. From an operating point of view, buff stock with brown printing is considered 
equal to white because it does not show the results of handling. Furthermore, the 
brown ink provides a natural contrast with the pencil, pen or machine postings 
made on the form. Primrose, which is a greenish yellow, is rated by scientific 
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authorities as approximately equal to buff. Other usable colors are pastel green, 
salmon, and pastel blue. 

From a purely practical point of view, it should be emphasized that no particular 
colors except harsh yellows or reds are detrimental to the eyes of the average 
clerical employee. Green stock does not reduce strain, nor does it necessarily 
increase clerical efficiency. The advantages, if any, are more psychological than 
practical. 

Paper stocks should be judged not by color but by the glare or reflection that 
they give. Those stocks which produce glare are painful to the eye, whereas those 


that give diffused reflection are helpful. 
—Management Methods 11/15/51 


Toward Better Business Letters—The Creative Approach 


GOOD WRITING is not achieved by devices and techniques, according to Kermit 
Rolland of the New York Life Insurance Company, who spoke on “Better-Letter- 
Writing” courses at a recent meeting of office managers. 

Standards may help produce writing which is concise and clear, but no system 
of arbitrary standards, he declared, will ever produce a high quality of writing. A 
training program that stresses rules fails to recognize the vital importance of the 
human factor. “The personality of a business organization,” Rolland remarked, “is 
the extension of many individual personalities. A letter writer is one of these impor- 
tant personalities. If he is going to express this personality in his writing, he cannot 
be regarded or treated as an automaton.” 

The New York Life Effective Letter-Writing course is different in many ways 
from the typical program. It’s voluntary; correspondents are invited to participate. 
They meet on company time in groups of no more than 15. Every effort is made 
to eliminate the classroom atmosphere. 

The group doesn’t talk much about writing at first. They talk about other things: 
how personality expresses itself; what is and what is not important in a corre- 
spondent’s work; and so on. The group also discusses words, language, and the 
basic techniques of writing—techniques which were old when Plato was writing. 

They're not given any yardsticks. They're told to use their judgment. They 
laugh together at pomposity and outworn traditions. They become interested in 
each other's ways of expressing ideas. In short, they talk about the art rather than 
the science of communications. 

Says Rolland, “It takes our people longer at first to write the way we are encour- 
aging them. But within, say, five weeks they are writing more letters than they ever 
did. They are writing better letters. They are writing them with greater enjoyment 
and this fact is reflected in their letters because they have the quality of life in them.” 


—Supervisor's News Service (Bureau of Business Pract'ce, 
New London, Conn.) 11/28/51 


Bringing Florida to the Office 


SOME FOLK travel to Florida or California for winter sunbathing. Then there are 
the employees of Westinghouse Electric Corporation's Northwestern District who 
merely go to their desks in their new offices in Chicago's Merchandise Mart and 
get their sunbaths while they work, winter and summer. 

There 220 or more overhead sunlamps strategically placed in the general offices 
provide the equivalent of 15 minutes of summer sun in the eight-hour day. In the 
private offices, stronger doses of the fluorescent “sunlight” are provided by con- 
centrating reflectors. 

A cold is a cold is a cold, paraphrasing the late Gertrude Stein. A physician tells 
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his university class that the run of a common cold is about seven days whatever 


the medicaments used. Be that as it may, at Westinghouse the lamp engineer sees 
cold-prompted absenteeism reduced by the use of ‘these ultraviolet ray lamps and 
the bactericidal Sterilamps installed in the office ventilating system and in wall units 
of the office cafeteria and washrooms. 


—Credit and Financial Management 1/52 


THE LARGEST USERS of form letters for circulation selling have found that a four- 


page letter brings better returns than a three-page letter. Time-Life-Fortune report: 
“The inevitable result is that the largest letter sells the most subscriptions, in spite 
of the fact that we receive four or five indignant letters on executive stationery 
asking us if we are so stupid as to believe that they have time to read a letter that 


long.” 


Also Recommended « « « 


As to color, tan envelopes for mailing outpull all others. 


—Back Talk 


THE SELECTION AND ADMINISTRATION OF NON- 
TECHNICAL PERSONNEL IN INDUSTRIAL RESEARCH. 
By John B. Bennet. Chemical and Engineer- 
ing News (1155 Sixteenth Street, N. W., 
Washington 6, D. C.), Nov. 26, 1951. The 
futhor discusses the, factors which tend to 
reduce the interest of the clerical worker in 
his work and limit his effectiveness, particu- 
larly in research and engineering organiza- 
tions. He outlines a program for the selection, 
training, and administration of clerical per- 
sonnel which aims at achieving maximum 
efficiency and optimum manpower utilization. 


WE FILL ORDERS FASTER NOW WITH A PAPER- 
WORK BOTTLENECK ELIMINATED. By Robert E. 
Deshon. Industrial Distribution (330 West 
42 Street, New York 18, N. Y.), December, 
1951. This article describes a multiple-copy 
system of paper work, developed by a large 
supply company, which permits nearly all de- 
partments to process an order simultaneously. 
This system has reduced the time required to 
receive an order and deliver it at the shipping 
deck by 30 per cent. The greater part of the 
saving was effected in the warehouse depart- 


ment. 


MODERN COPYING METHODS. By John V. Baum. 
Best's Insurance News (75 Fulton Street, New 
York 38, N. Y.), November, 1951. Every 
company needs low-cost, flexible, simple copy- 
ing equipment to do away with costly manual 
preparation of copies. The author cites case 
histories which indicate the scope of benefits 
resulting from the use of modern record copy- 
ing procedures which do not require experi- 
enced and trained personnel. 


THE MAIL ROUTING GUIDE. By Milton Reitzfeld. 
The Office (270 Madison Avenue, New York 
16, N. Y.), November, 1951. A mail routing 
guide is an inventory of all subject matter 
handled by each department and each super- 
visor, which is put in writing, preferably in 
card form. The author describes in detail 
the methods for setting up such a system and 
points out that the major purpose of the guide 
is the delivery of all non-policy action mail 
to the person directly responsible for taking 
the necessary action, regardless of the import- 
ance and position of his superior. 


MAIL HANDLING TRIPLED—-PERSONNEL REMAINS 
SAME. By Lillian Stemp. American Business 
(4660 Ravenswood Avenue, Chicago 40, Ill.), 
October, 1951. The new facilities and methods 
for handling mail at National Canners Asso- 
ciated, discussed in this article, may be a 
helpful model for other associations. The 
author describes this company's setup in great 
detail, paying particular attention to new 
machines that have increased efficiency and 
reduced employee fatigue. 


EXECUTIVE FILES. By Bertha M. Weeks. The 
Office Economist (369 Broadway, New York 
13, N. Y.), Nov.-Dec., 1951. An executive 
file of vital reference information on such 
matters as production schedules, market data, 
costing figures, etc., is valuable only so far as 
it is accessible, complete, up-to-date, and care- 
fully indexed. The author discusses the alter- 
native methods for establishing such a file, and 
cautions that setting it up is not within the 
scope of a novice, + requires the skill of a 
librarian. 
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Production Management 


FOR BETTER QUALITY, PLAY THE ODDS 


Sratisticar QUALITY control, as those 
familiar with such programs know, earns 
its bread and butter in the field of in- 
spection and is generally associated with 
machine shops. But quality control is 
now much more than an inspection tool. 
At International Harvester Company, it 
is applied outside the machine shop, and 
it is here that quality control is produc- 
ing not bread-and-butter dividends, but 
virtual windfalls. 

How did quality control get outside the 
machine shop in the first place? Statis- 
tical quality control was initially so suc- 
cessful in the machine shop that other 
plant people began calling for the quality 
control engineer when they ran into 
trouble. By now, most Harvester plants 
have what we call a “quality control ac- 
tion committee” composed of key plant 
men who can get things done if they 
know what has to be done. A committee 
may be composed of the plant mechanical 
engineer, a division superintendent, the 
general foreman from the affected depart- 
ment, the metallurgist, and others. A 
team like this gets at the facts as the first 
step in the solution of a problem. 

Here's how the policy works out. In 
one of our plants, where we paint a prod- 
uct by tank dipping, the painting job was 
unsatisfactory, and rather costly rework 
was required. A quality control analyst 
was asked to examine the job. Among 
other things, statistical quality control 
charts were kept on the viscosity of the 
paint found to be “out of control.” It 
was found that this condition was caused 
primarily by insufficient agitation of the 
paint. When air agitation was intro 
duced, the viscosity came “under control.” 
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But the story doesn’t end there. Further 
examination revealed the viscosity to be 
higher when “under control” than re- 
quired for a good paint job, and a lower 
viscosity level was established. Thus, in 
looking for one dividend, we found three! 
The quality of the product was improved, 
Rework was almost eliminated. Paint 
consumption was reduced about 23 per 
cent. 

This offshoot of statistical quality cone 
trol—we call it “charting technique” 
tends to accomplish the same results withe 
out using many of the statistical formulae, 
It is a case of one picture being worth @ 
thousand words. Charts alone won't ime 
prove quality nor performance, but they 
do point to the place where corrective 
action must be taken. 

Statistical quality control is being used 
more and more in our plants to facilitate 
changes in engineering tolerances. Aft 
many of our works, when the manuface 
turing department requests changes if 
specifications based on machine tool of 
process capabilities, it is quite common to 
include with the request the charts shows 
ing the capabilities of the tool process ine 
volved. 

We have ample evidence that our em- 
ployees wholeheartedly favor statistical 
quality control. In many cases, after the 
charts have spotted the trouble, correc- 
tions have been made, and the charts have 
been removed, we find our people asking 
that the charts be returned. They spark 
competition and give a man wanted recog- 
nition. They record his skill and work- 
manship for all to see. As one employee 
put it: “Quality control is like a new 
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pair of shoes. They bother you a little 
at first—then you can't go without them.” 

Because statistical quality control is 
such a versatile tool, no one can guess 
where its use will stop in our company. 
In one plant alone, we now have quality 
controls on 24 different kinds of non- 
manufacturing activities, ranging from 
charts on individual and departmental ex- 
pediters to the delivery of blueprints from 
the engineering department. In the 
game plant, we are investigating the ap- 
plication of quality control to the typing 
of invoices, the accuracy of invoices, the 
processing of export orders on electrical 
accounting machines, the typing of re- 
Cciving tickets, the writing of purchase 
orders, labor turnover, value of commodi- 
ties by months, inbound and outbound 
shipments, discount periods, payments on 


invoices, errors made in shipments, freight 
charges from suppliers, promises of ship- 
ment from suppliers, packaging of service 
parts, filing—the list could be greatly 
extended. 

Why is it possible to extend statistical 
quality control beyond the machine shop 
and earn extra dividends? The answer is 
simple. Anything that can be measured 
is subject to statistical analysis. There is 
nothing mysterious about it, for it is 
simply the systematic and logical collec- 
tion, analysis, and presentation of perti- 
nent data. 

Indeed, management has but one hazard 
to fear from statistical quality control. It 
will present itself on the day when some- 
one installs a quality control chart on the 
performance of the boss! 


—From an address by Levin H. CampBe.t, Jr., before a meeting sponsored by the Chicago 


Association of Commerce and Industry and the American Society for Quality Control. 


it’s the Men, Not Machines! 


SUPERIORITY of American machinery production to the European is due to men 
rather than to machines, according to a French productivity team just returned from 
a tour of U. S. plants. The American will to work, better methods, and more 
mechanization result in output 15 to 20 per cent above the European average, 


they estimated. 


An American plant with 700 men turns out 5,700 tons of products per year. 
The nearest comparable firm in France turns out only 4,000 tons with 1,500 men 
—more than double the U. S. working force. The U. S. plant had three times the 
capital, pays three times the wages, and realizes three times as much output per 
man than the European, reported the team. 

The French productivity investigators stressed that there are more machines thaa 
men in the U. S. But the production attitude is also more wholesome. When a 
machine tool gets out of order, the American operator passes on to another similar 
machine while repairs are made. In Europe, a calamity atmosphere would prevail, 
and great numbers of personnel would be marshalled to repair the tool. 

In some of the American plants visited, the control equipment was more rudimen- 
tary than in France. Even so, continued the report, with everyone interested in 
finding the origin of flaws instead of covering them up, resulting output was higher 


and better. 


While actual manufacturing processes do not differ between the two countries, 
the American materials handling system is far ahead. One operation which takes 
four minutes in a U. S. plant, takes 30 minutes of a specialized worker's time in 


France. 


The team reported, also, that American factories were better arranged. 


—The lron Age 11/15/51 
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EASING PURCHASING PROBLEMS 


A wumaer one buying headache today 
is the shortage of key metals and com- 
ponents necessary for the manufacture 
of durable goods. This problem will be 
aggravated in the next several months as 
the defense program speeds up. The only 
answer is management emphasis on lower 
purchasing costs along the following lines: 

Getting Material. Many companies 
have learned through hard experience that 
locating suppliers is only half the pur- 
chasing battle. Today most suppliers must 
be sold on a company’s long-run prospects 
before they'll take it on as a mew cus- 
tomer. It is advisable, therefore, to con- 
sider using salesmen or reliable manufac- 
turers’ agents to carry out the delicate 
job of keeping suppliers sold on you. One 
large company has its salesmen calling 
on new sources throughout the country, 
emphasizing the company’s reputation and 
its value as a steady customer in the 
future. 

Companies with urgent material needs 
are finding that imagination pays off in 
locating temporary sources. If you ex- 
pect to be short of some items, consider 
the following suggestions: (1) Follow up 
any information (from salesmen, cus- 
tomers, suppliers, etc.) indicating that 
another company is overstocked—a tact- 
ful approach may lead to a deal for 
cash or a swap of materials. (2) Don't 
overlook the possibility of importing hard- 
to-get items. (3) Be sure that responsible 
receiving and warehouse people take se- 
curity steps to protect your shipments 
and stocks of scarce materials from hijack- 
ing and warchouse thefts. (4) Recheck 
warehouse sources, even those that have 
turned down your orders in recent 
months; NPA has provided new methods 
for them to replenish their inventories. 
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(5) Make full use of the technical as- 
sistance offered by suppliers. 

Finally, do you have one of your best 
purchasing or expediting people assigned 
to material controls? It should be up to 
him to see that you get full advantage 
of government priority assistance and that 
your purchase orders are properly cer- 
tified and placed according to specified 
lead times and other NPA requirements. 
He can also be responsible for persistent 
follow-up with both suppliers and the 
government. 

Keeping Inventories in Balance. There 
are three methods of keeping a reasons 
able check on stock balances: (1) Gear 
purchases of production materials to items 
that are in shortest supply; for advance 
warning of coming tight spots, watch 
the trend of delivery dates being quoted 
by suppliers. (2) Watch for duplicae 
tion between substitute materials and 
regular stock. (3) Keep reorder points 
in line with changing lead times—the 
time between placing an order and re 
ceiving shipment is subject to suddes 
changes now. 

Stress to production, purchasing, and 
stock personnel the importance of come 
municating changes promptly to other 
departments that are affected. Unless all 
changes in government specifications are 
passed right along to the people in pur 
chasing and inventory control, the super- 
seded item can pile up quickly and may 
have to be sold at a loss. 

Reduce Special Items. Recheck the 
chances of switching from special to 
standard components to ease the transi- 
tion if special items should grow scarce 
later. And right now, the use of standard 
items will simplify the hunt for scarce 
materials and release money tied up in 
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inventories covering a variety of sizes, 
shapes, and specifications. 

Stretching MRO Quotas. To make 
your MRO quota go further, get informa- 
tion from original equipment manufac- 
turers on type, make, and size of stand- 
ard parts (bearings, nuts, bolts, etc.). This 
will help you do maintenance and re- 
pair jobs out of your standard parts in- 
ventory. 

Revise Purchasing Specifications. Can 
you develop more flexible specifications, 
particularly for metal products and com- 


ponents? In many cases, the supplier has 
satisfactory substitutes on hand, but can't 
ship them without the red tape involved 
in getting the customer to revise the 
specification. 

Recheck Incoming Inspection. The 
chances of defective or substandard de- 
liveries are greater as suppliers are forced 
to use material substitutes and less skilled 
workers. For this reason, more firms are 
considering the use of statistical sampling 
methods for inspecgion of incoming 
materials. 


—Operations Report (The Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.), November 20, 1951. : 


CONSERVATION: A FUNCTION OF MATERIALS MANAGEMENT 


Micrerats CONSERVATION is not a tech- 


nique to be developed just because there 
is a temporary scarcity of materials. In- 
deed, materials conservation might be 
more important during times when mate- 
rials are somewhat plentiful. The nature 
of such times makes it necessary to cut 
corners on costs to meet the force of a 
competition made exceedingly powerful 
by a buyer's market. Furthermore, there 
is increasing evidence from the handwrit- 
ing on our national wall that materials 
conservation may soon take its place as a 
major function in industry. Though the 
United States has always thought of itself 
as a “have” nation, the stockpiling pro- 
gram has indicated that, for many mate- 
rials, it is really a “have not™ nation. For 
these reasons, no purchasing executive 
should look upon an expanded program 
of materials conservation as a distasteful 
task buck-passed to him. 

How should an integrated program of 
materials conservation be developed? Suc- 
cessful methods of materials conservation 
used by some companies include the fol- 
lowing: 
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1. Campaigns represent the most ob- 
vious method of putting some aspects of 
materials conservation into operation. 
Scrap displays, “eight balls,” and “white 
elephants” for wasteful departments are 
standard methods. The suggestion system 
has proved a valuable aid in making cam- 
paigns successful. 

2. Technical corps are used by those 
companies having value analysis or pur- 
chase analysis programs. Technically 
trained men, usually closely associated 
with the purchasing department, are dele- 
gated the responsibility of tracking down 
and eliminating costly methods and mate- 
rials. If such men secure the cooperation 
of other departments, they can pay their 
way out of the savings they create. 

3. Outside consultants can be used on 
a part-time basis. They bring in a fresh 
viewpoint. 

4. Union cooperation has proved to be 
effective in some companies. In one case, 
the union’s committee suggested methods 
of eliminating waste in return for an 
agreement not to cut wages or reduce the 
working force. The employee-management 
committees of World War II days con- 
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tributed substantially to materials conser- 
vation programs. 

5. The standards committee, which is 
usually already in existence in the larger 
company, can make great contributions 
to materials conservation. 

6. The materials conservation depart- 
ment will develop in any company where 
the size and atmosphere are conducive to 
separating these activities from others. In 
such a case, they should be under the 


direction of one person delegated with the 
responsibility for seeing that such activi- 
ties are performed properly. The depart- 
ment will logically combine within its 
functioning all the materials conservation 
activities—namely, materials standardiza- 
tion, conservation, sorting, salvage, and 
disposal. Activities which might be in- 
cluded in a plan for materials conservation 
are detailed in the following chart. 


ORGANIZATION FOR MATERIALS CONSERVATION 


FUNCTIONS TO BE 
PERFORMED IN MATERIALS MATERIALS MATERIALS 
MATERIALS CONSERVATION SORTING TRANSFER 
CONSERVATION AND AND AND 
STANDARDIZATION SALVAGE DISPOSAL 
To plan specific program To develop studies aimed To plan means of 
cost analysis and waste at of — 
elimination sorting and salvage transfer and disposa 
ACTIVITIES OF To develop educational To develop ideas for To develop usable market 
A PLANNING campaigns against waste improved ways to and other information to 
process salvage aid in proper disposal 
NATURE To plan ways and means To plan for proper To plan proper place, 
to effectuate standard- coordination between method, and time for 
ization production and salvage transfer and disposal 
To investigate and elim- To perform pick-up, To operate transfer and 
inate sources of possible sorting, and salvage salvage functions 
waste functions 
To review specifications To install and operate To record transfers and 
ACTIVITIES OF and suggest changes special sorting and disposal of materials 
salvage equipment 
AN OPERATING To suggest improvements To work with production To handle the routine of 
NATURE in materials and methods to improve sorting transfer and disposal 
techniques 
To promote and encourage To keep records and cost To negotiate and sell 
standardization and figures on sorting and surplus materials 
simplification salvage operations 
— 
To coordinate all con- To suggest and To 
tion activiti procedures relating to partment and interplant 
ACTIVITIES OF A ee sorting and salvage transfer of materia 
COORDINATING To analyze conservation To submit salvage reports To submit operating 
activities and submit and offer suggestions on reports and make sug- 
NATURE information reports salvage possibilities —— on transfer and 
isposa 


—STANLEY E. Bryan, Purchasing, November, 1951, p. 88:5. 


A MAN SHOULD never be ashamed to own he has been in the wrong, which is but 
saying that he is wiser today than he was yesterday. 


January, 1952 


—ALEXANDER Pore 


ty ate 
Gee 
4 
F 
4 a 
35 


IS JUST A HABIT! 


Tie economicaL HANDLING of materials 
has become one of the great concerns of 
business and industry, for it is now recog- 
nized that in this ficld some of the largest 
savings in production and distribution 
costs can be made. The ingenuity of the 
engineers specializing in materials handling 
is producing amazing results, and almost 
@very new advance in science is soon 
adapted in some way to cutting materials- 
handling costs. 

The potentialities of television as a 
Means for safe observation of dangerous 
Processes or the inner workings of ma- 
Ghinery have been widely discussed, but it 
i now also being used for more prosaic 
purposes. At the Fisher Body Company's 
plant in Pittsburgh, the handling of scrap 
Metal is expedited with the aid of televi- 
gion. The scrap is bundled into bales and 
@rried by a conveyor to a chute which 
@rops it into a gondola car. The operator 
@f the bundling machine has a constant 
View of the car in a television screen, and 
he can operate an automatic car puller to 
move it from time to time for uniformity 
in loading. 

Though radio has previously been used 
im materials handling, many well-known 
Companies, including Caterpillar Tractor, 
Thompson Products, Eastman Kodak, 
Timken Roller Bearing, and Johnson and 
Johnson, are using it for the first time on 
their fork trucks and report an increase 
in the efficiency and mobility of these 
vehicles. The truck operators, when con- 
fronted with a problem, can get an im- 
mediate answer from the central dis- 
patcher. The dispatcher can direct them 
immediately to any point in the plant 
Paper work 1s 


where they are needed. 
often saved because operators can be 


MATERIALS HANDLING—BUILDING BETTER MOUSETRAPS 


given verbal instructions rather than writ- 
ten ones. 

Another relatively new development in 
materials handling is the zipper belt con- 
veyor. This device is a moving belt that 
becomes a tightly sealed tube when the 
zipper is closed. It is especially useful 
in handling bulk items, powders, and 
goods requiring protection from contami- 
nation. 

A large plant on the West Coast speeds 
up deliveries of blueprints, messages, 
scheduling tickets, small parts, small tools, 
etc., by the use of pneumatic tubes. The 
special tubing for blueprints is one and 
one-third miles long, and because of the 
great speed with which requests are han- 
dled, only two copies of a given print are 
now needed as compared with as many as 
15 previously. 

New devices, improvements of old ones, 
increased flexibility of such basic equip- 
ment as the fork lift truck gained by the 
use of attachments, and an increasing 
trend toward standardization of certain 
types of equipment, are giving the ma- 
terials-handling engineer constantly better 
tools to work with. 

Despite all this progress, experts in the 
handling of materials are far from satis- 
fied. American industry could have saved 
two of the nine billion dollars spent last 
year to move raw materials to plants, 
goods within plants, and finished goods to 
the retail store, according to one author- 
ity. Modern equipment and methods 
would have effected this vast saving, and 
nearly a million men would have been 
released for more useful and needed pro- 
duction. 

Private industry, asserts another expert, 
must contend ‘with three tremendous 
money wasters: excessive freight rates for 
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pallets and skids, the reluctance of com- other equipment which have eliminated 
mon carriers to handle unit loads, and the so much of the heavy lifting and hauling 


absence of pallet pools that would enable that used to be done by muscle power? 
shippers everywhere to share in a com- There has been a complete reversal in 


mon supply of these basic items and thus _ labor's 
save the millions of dollars worth of pal- dling in the last few years, reports Nelson 
Friz, construction and maintenance as- 
lets and skids which are thrown away —. 1c 
Yue sistant for Esso Standard Oil Company. 
a pe - It is not unusual, says Friz, for workers 
What about labor, traditionally fearful jin a plant to ask when they can expect 
of the machine that does the work of to get some new type of handling equip- 
men? Does it accept the conveyors, me- ment they have heard about. And that 
chanical loaders, lift trucks, cranes, and would seem to make it unanimous. 
—Daniet F. NICHOLSON. Commerce, November, 1951, p. 21:4. 


Government Guide to Military Packaging 


A NEW MANUAL on preserving, packaging, and packing military supplies and equip- 
ment has been issued by the Department of Defense. The manual will be of material 
aid in reducing losses of stores because of inadequate or improper protective pack- 
aging, and will be available for use by industry in processing supplies and equipment. 
It covers in detail steps necessary to protect stores so they will get to their ultimate 
destination in a “ready for issue” condition. 

The publication is jointly issued by the Departments of the Army, Navy, and 
Air Force and will be used by the three services to standardize preservation and 
packaging procedure among the military services. 

Copies of the manual may be obtained from the U. S. Government Printing 
Office, Superintendent of Documents, Washington 25, D. C. Requests should 
include the title Manual on Preservation, Packaging and Packing of Military Sup- 
plies and Equipment and one of the following reference numbers: Department of 
the Army Technical Manual TM 38-230; Department of the Navy Manual NavExos 
p-938; or Department of the Air Force Manual AFM 71-1. 


The Robot with the Paper Brain 


TELL a production man about automatic “brains” for running his machine tools, 
and he thinks you're talking about a gigantic electronic contraption that'll take 
four technicians to maintain—in order to eliminate one machinist. His conception 
is now due for an about-face. A midwestern machine tool builder is testing an 
electrical robot that’s not much bigger than a movie projector, and just about as 
simple. 

Built by Daco Machine & Tool Co., Brooklyn, this robot brings the automatic 
factory lots closer for one big reason: It doesn't exact the toll of nightmarish 
complexity you normally expect to pay for an automatic operation. 

The parts that make up the machine robot are no more complicated than the 
tool it runs. All you need are a perforated paper tape and a sensor that translates 
the tape’s message and sends it to selsyn motors which, like the operator's hands, 
tell the machine tool what it is to do. Perforations in the tape represent the blue- 
print for the part to be run. When the tape passes through the sensor, electrical 
contacts are made and broken through the holes to complete and break electrical 
circuits. This produces varying voltages in the sensor that accurately control the 
movement of the selsyn motors mounted on the machine tool. The motors give 
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just the right amount of movement to the machine's cutting tool and work piece. 
This robot can operate any machine—lathes, millers, shapers, jib borers, or 


planers. It will even control transfer machines that perform scores of cutting 


operations on a part. And, unlike similar electronic “brains,” the accuracy of the 
machining operation is in no way influenced by the robot. 

The sensor doesn’t have to be physically near the machine tool. It can be in a 
remote part of the plant, such as the production engineering office. In fact, it 
would be just as easy to have a sensor in Detroit operating machine tools in Cleve- 
land, St. Louis, and Bridgeport. Messages from the central sending station could 


be sent via teletype to the operating centers. 


Also Recommended « « « 


—Business Week 11/10/51 


A MATERIALS CONSERVATION PROGRAM. By 
Arthur P. Roffee, Jr. NACA. Bulletin 
National Association of Cost Accountants, 
OS Park Avenue, New York 22, N. Y.), 
December, 1951 In this article there are 
described an organizational setup and a four- 
fart program which have proved highly suc- 
Gessful in the conservation and salvaging of 
Beeded materials. Among the points empha- 
@zed by the author is the importance of 
@gregating scrap into its component metals, 
@ that the highest monetary allowance wll be 
feceived and a segregation charge will be 
@oided. A number of specific opportunities 
if materials substitution are outlined. 


MEEP LEARNING. By E. W. Bender, Jr. Na- 
tional Safety News (425 North Michigan 
Avenue, Chicago 11, Ill.), November, 1951. 
The author points out that an effective safety 
Program needs constant reexamination and 
fevision, and suggests that the safety engi- 
Meer keep top management informed of his 
progress. The article includes a list of 17 
questions which should be helpful to the 
safety engineer who wants to make an ap- 
praisal of his performance. ‘ 


MANY SMALL SUPPLIERS HELP IN DOING A BIG 
DEFENSE JOB. By Dwight G. Baird. Purchas- 
ing (205 East 42 Street, New York 17, 
N. Y.), November, 1951. Approximately 92 
per cent of all Chrysler's defense suppliers fall 
in the category of small companies employing 
fewer than 100 persons each. This is in line 
with Chrysler's regular practice, which also 
aims at widespread geographical dispersal of 
its defense suppliers. The article includes a 
helpful list of pointers or how small com- 
panies should go about getting defense orders. 


MAINTENANCE BY THE WEEK. By Carl G. 
Wyder. Factory Management and Mainte- 
nance (330 West 42 Street, New York 18, 
N. Y.), October, 1951. This is a description 
of a simple, effective way to schedule mainte- 
nance jobs, which requires a small amount of 
paperwork and is easily adaptable to special 
needs. An important aspect of the plan is 
the assignment of one man, usually the fore- 
man or assistant foreman of the craft chiefly 
involved, as the “person of prime responsi- 
bility.” 


THE COMPLEX PROBLEM OF IDLE MACHINE TIME. 
By Charles D. Eldridge. N.A-C.A. Bulletin 
(National Association of Cost Accountarts, 
505 Park Avenue, New York 22, N. Y.), 
December, 1951. Machines which are not run- 
ning are not producing. In these days of 
unprecedented demand for production, process 
delays are the concern of all groups in man- 
agement. This article, concrete in its illustra- 
tion of the frequent difficulties of locating 
causes of down time, outlines a procedure 
under which a staff engineering activity supple- 
ments analyses available from accounting data 
on operations. 


THE GATES RUBBER COMPANY STRESSES PUR- 
CHASING EFFICIENCY. By J. E. Angel. Pur- 
chasing (205 East 42 Street, New York 17, 
N. Y.), November, 1951. Buying “know-how” 
—which includes knowledge of a product's 
history, characteristics, how it is produced and 
marketed, and where and how it is to be used 

is what enables a company to find badly 
needed materials in markets of restricted sup- 
plies. The organization of the purchasing de- 
partment described in this article pinpoints 
responsibility for performance, equalizes work- 
load, and promotes specialization and flexibility. 
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Marketing Management 


WHY DO SO MANY SALESMEN FAIL? — MANAGEMENT 


MAY BE TO BLAME 


Tue coat of every sales manager is a 
stable, productive, and satisfied sales or- 
ganization. This is the product of at least 
six conditions: (1) careful recruitment, 
selection, and placement; (2) adequate 
training on product, procedures, and sales 
techniques; (3) compensation which pro- 
vides for security, incentive, and recogni- 
tion; (4) competent leadership; (5) 
opportunity for advancement; and (6) 
outlets for dissatisfaction—periodic oppor- 
tunities to “blow off steam.” 

If sales management is to establish and 
maintain these conditions, one principle 
must be established at the outset: Per- 
sonnel activities must be a line, not a staff, 
responsibility. In other words, a sales 
manager's handling of the personnel 
phases of his work must be as important 
in determining the amount of his earnings 
and his eligibility for pay increases and 
promotions as his sales volume. 

Unfortunately, this combination of sales 
and personnel functions in the same line 
executive, while simple in theory, is dif- 
ficult in practice. A sales manager's turn- 
over may be excessive and the morale. of 
his men shocking, but if he moves enough 
merchandise at a sufficient apparent profit, 
top management will tend to reward him. 

Even where top sales management sup- 
ports the handling of personnel by the 
line organization, four major problems 
arise: (1) The first difficulty is that there 
are few obvious and objective criteria 
available to use as measures of the kind 
of personnel job the unit manager is do- 
ing. (2) A more basic problem is that 
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relatively few sales executives are tem: 
peramentally qualified to do personnel 
work. (3) Related to this difficulty is 
the fact that the salesman’s initial reae 
tion to any interpersonal situation is to 
try to make the person with whom he és 
dealing like him; this makes it necessary 
to probe rather intensively to obtain neces 
sary facts, a difficult and uncomfortable 
task for the sales manager. (4) Even 
more significant is the proneness of many 
sales executives to wishful thinking, to the 
uncritical acceptance of statements at face 
value. (It is often said that the easiest 
person to sell is a salesman.) 

Probably the most glaring examples of 
superficiality and the tendency to wishful 
thinking in sales personnel work today 
are the practices now used by many sales 
managers in recruiting and selecting their 
men. Everything has been tried from 
phrenology, physiognomy, and graphe 
logy, through various psychometric pro 
cedures—the weighted application and 
tests—to clinical techniques—projective 
tests and improved interviewing tech 
niques. Nearly all these devices constitute 
an attempt to find a quick, simple and, if 
possible, inexpensive short-cut or “gadget” 
to substitute for more thorough and com- 
prehensive procedures. 

However, truly effective sales selections 
can never be made on the basis of any 
single technique for a very simple reason: 
The measure of the applicant's probable 
success is determined less by his finite and 
absolute qualifications than by the extent 
to which they happen to conform to the 
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particular and peculiar requirements of 
the job and the environment (human and 
physical) in which the work must be done. 

This is the reason why no single 
“gadget” or “gimmick” can ever be effec- 
tive and why patience, attention to detail, 
reasonable objectivity, and freedom from 
wishful thinking are essential. Since it is 
precisely in these qualities that many sales 
managers are weakest, the establishment 
and maintenance of a worthwhile sales 
personnel program is far from a simple 
matter. 

In consequence, to be realistic, a com- 
promise must be reached between the 
ideal and the practical. This is found in 
the establishment of a top management 
policy which makes it clear that all 
Operating personnel activities—recruit- 
Ment, selection, placement, training, merit 
fating, and counseling—are the responsi- 
bility of line supervision. However, serv- 
img in a co-ordinating and research capac- 


ity and reporting directly to the vice 
president in charge of sales must be a 
sales personnel director. He will serve in 
a staff capacity, primarily to: (1) develop 
and perfect personnel methods for use by 
line supervision in such areas as recruit- 
ment, selection, placement, training, merit 
rating, wage and salary administration, 
grievance handling, and counseling; (2) 
train and give refresher courses to super- 
vision in these techniques; and (3) super- 
vise their use in the field on a day-to-day 
basis. 

Such a procedure, always supported by 
top management, will not insure perfect 
personnel administration by the line or- 
ganization. However, if the staff assistant 
to the vice president has been carefully 
chosen and if he has status and top 
management backing, he can make a 
worthwhile contribution to the personnel 
administration of his sales organization. 


—Rosert N. McMurry. Sales Management, Vol. 67, No. 4, p. 37:5. 


Trends in Salesmen’s Expense Allowance Practices 


MOST COMPANIES do not set direct dollars and cents restrictions on the amount of 
money that a salesman will spend for traveling expenses, including entertainment, 
according to a recent survey of some 60 companies, large and small, representing 
various lines of business. These companies report increases in salesmen’s expenses 
ranging from 15 to over 50 per cent. 

Though many of the companies included in the study do not have direct 
restrictions, despite increased expenses, there are very real controls exercised by 
sales managers and district managers over the salesmen. These controls may take 
the forms of travel vouchers, profit and loss statements to be filled out by the 
district manager, or incentive bonus plans, in which the size of the salesman’s bonus 
is influenced by his expense account. However, most methods of control are educa- 
tional in nature. Corning Glass Works, for instance, informs its salesmen that it 
takes “nearly $115 of extra sales to make up for an additional sales expense of only 
$10.° Sales managers report that hard facts such as these help intelligent sales- 
men understand the relationship between sales volume, sales expense, and net profits. 
-Dartnell Research Study No. 606 (The Dartnell Corp., Chicago, Ill.) 


AMA MARKETING CONFERENCE 

The Marketing Conference of the American Management Asso- 
ciation will be held on Monday and Tuesday, February 11-12, 1952, at 
the Hotel Statler, New York. 
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Poor pLannine of sales territories can 
complicate the problems of sales man- 
agers badly, causing such difficulties as 
high travel costs, reduced earnings for 
salesmen, acquisition of unprofitable cus- 
tomers, excessive turnover of salesmen, 
and “high-spot™ selling. Such inefficien- 
cies can be eliminated only if scientific 
appraisals, well salted with common sense, 
are applied. To determine how a cross- 
section of industrial companies apply 
their appraisals, a survey of 15 of the 
country’s leading sales executives was 
made. Here's how their companies insure 
sales success through sound sales territory 
analysis and management: 

No single method, but a combination 
of methods, is responsible for most analy- 
sis and design of sales territories, the 
interviews revealed. For example, a sim- 
plified breakdown of territorial layout 
methods results in at least three tech- 
niques: 

1. The so-called “trading area’ method 
based upon standard trading area maps 
and statistics in which original territories 
are improved and varied according to 
changing business factors. 

2. The “measured-work™ or market 
potential approach in which territories 
and proposed territories are studied for 
the existing sales potential and problems 
involved in striving for that potential. 
The method utilizes and relies greatly 
upon available market statistics and fore- 
casts. 

3. The “concentrated-market™ method, 
a combination and variation of the first 
two, in which there exists such a heavy 
concentration of prospects in a few spe- 
cific areas that most territories are ac- 
tually pre-determined by the nature of 
the industry itself. 

In practice, most progressive companies 
employ the first two methods, or varia- 
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HOW 15 COMPANIES DETERMINE SALES TERRITORIES 


tions and combinations of each. There 
is a very apparent trend toward the ac- 
ceptance of the “measured-work™ method 
as the most effective solution to terri- 
torial problems. 

What are some of the important fac- 
tors to be considered in determining the 
size of a sales territory? The following 
seven points provide a good “jumping 
off” place for any sales territory analy- 
sis: (1) number of customers in each 
territory; (2) number of potential cus 
tomers in each territory; (3) maximum 
purchasing capacity of customers in each 
territory; (4) maximum purchasing capa@ 
ity of potential buyers in each territory; 
(5) number of customers salesman cag 
call upon each day; (6) average amount 
of time spent with each customer; (7) 
average sales per customer for each sale¢ 
man. 

Before the actual territorial analysis 
begins, the sales management must de 
cide whether the time is propitious t® 
initiate a thorough or even partial re 
designing of present sales territories. The 
sales executives were asked: Is a period 
of relatively peak sales, such as exists 
today in many industries, a good time 
to analyze and re-design sales territories? 

A third of the sales management group 
said that the timing of a territorial study 
was relatively unimportant. Another 
third reported that a period of peak sales 
is a poor time to atiempt an evaluation 
and re-designing of sales territories. The 
remaining third said just as emphatically 
that a high sales period is an excellent 
time to take a long look at present terri- 
torial alignments. 

Answering the question negatively, F. 
L. Chapman, vice president, Gisholt Ma- 
chine Co., Madison, Wisc., asserted: “In 
very active times we think it best to 
continue with the same men serving the 
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same customers, whose confidence they 
already enjoy and whose problems and 
method of work are already familiar to 
them.” 

Answering positively, National Radia- 
tor’s vice president, Baumgardner, said: 
“We believe that poor selling shows up 
faster and more pointedly in good times 
than in bad times.” 

Closely tied in with the methods used 
and the most suitable time to begin the 
re-evaluation and establishment of new 
territories is the problem of routing the 
Balesmen within the territory. Asked if 


EXECUTIVES who survived the 
Big Depression of the 1930's learned con- 
Clusively that it is not enough to find out 
What people want, make it for them, and 
let them know you have it. It is also 
important to know how much you can 
gell to them and where it can best be sold. 
During a period of economic change, 
@ales figures, being essentially historical, 
fail to indicate how, in the future, par- 
ficular territories might be affected in 
different ways. It therefore becomes nec- 
@sary for most companies to determine 
th basic, underlying economic and socio- 
economic factors that affect the sales pic- 
ture. These factors can then be used in 
determining true territory potentials. 
Though the sales of many products 
staples like salt or potatoes or basic neces- 
sities that are used to an equal extent by 
people in all walks of life—are affected 
primarily by total population, there are 
few that are not also affected by one and 
probably more. of the following factors: 
Racial Groups. It can be shown that 
different racial groups have different 
tastes and preferences, different social 
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HOW SOCIO-ECONOMIC FACTORS AFFECT SALES POTENTIAL 


they had a systematized routing plan for 
their salesmen, more than 75 per cent of 
the industrial companies surveyed re- 
ported that no formalized or systematized 
plan for routing was used. Why? 

Mr. Skidmore of Louis Allis Co. gave 
one reason: “Routing is left entirely to 
the individual salesman’s own discretion. 
We depend upon his more intimate 
knowledge of the territory and the po- 
tential customers to determine his fre- 
quency of calls and, for that matter, 
whether or not he will call on a potential 
customer.” 


habits, and different ways of life, all 
affecting their desires and needs for par- 
ticular products. Foreign-born persons 
have consistently shown strong tendencies 
toward home ownership, thus affecting 
the market for home furnishings, appli- 
ances, and products for maintenance and 
repair of the home. 

Density of Population or Degree of 
Urbanization in a sales territory may pro- 
vide an excellent key to determining the 
territory's potential. Manhattan in New 
York might show a relatively low poten- 
tial for automobile sales because of in- 
adequate facilities for garaging, parking, 
close proximity of shopping and business 
centers, and convenience of public trans- 
portation. Los Angeles, because of a 
much less dense, more widely dispersed 
population, can be expected to have a 
high potential per capita for automobile 
sales. 

The Educational Level or Literacy Rate 
of a given segment of the population 
can have an important effect on the sale 
of products of a technical nature, which 
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require considerable understanding and 
study in order to put them to use. 

Age of Population will vary from area 
to area and city to city and will cause 
the potential for particular products to 
vary accordingly. A number of West 
Coast cities, having a higher than average 
proportion of older, retired persons, might 
be expected to have a greater potential 
for products appealing to older rather 
than younger persons. Younger people 
show more of a tendency to try out, not 
only new types of products, but also new 
brands within a given product line. 

Climate, obviously, has an important 
effect on such items as refrigeration and 
heating equipment, certain types and 
weights of clothing, and vacation and 
resort products. Climate also helps shape 
a basic way of life, both socially and 
economically, developing attitudes toward 


particular goods and services that may 
vary widely from one section of the coun- 
try to another. 

Nature of Occupations which prevail 
in particular communities can have a 
great bearing upon the potential sales 
volume that might be realized for par- 
ticular products. Though some occupa- 
tional classifications realize a greater 
income than do others, there may be 
product preferences not accounted for in 
any way by disposable income. 

Theikind of socio-economic factors to 
be analyzed will differ from company to 
company and from product to product. 
In addition to those mentioned above, 
community living standards might be con- 
sidered, as well as degree of industrializa- 
tion, nature of topography, religion, amd 
other factors which may have a bearing 
on the potential sales volume for the par- 
ticular product under consideration. 


—WiuiaM J. ArcHer, Jr. Sales Potentials (Dartnell Sales Service, 
4660 Ravenswood Avenue, Chicago 40, Ill.) 


Big Market Shifts Taking Place 


THE HIGHEST per capita sales levels are no longer found in the large metropolitan 
cities, but rather in those of moderate size, according to a recent study. There are 
two reasons for this: 

1. The large metropolitan cities have been most heavily hit by the decentraliza- 
tion of sales from the central city to suburban areas. Thus the highest per capita 
sales of automobiles are found in cities with populations of 25,000 to 50,000; the 
highest food sales per capita are in cities with between 2,500 and 100,000 persons; 
and the highest per capita sales of furniture-household-radio items are in cities with 
between 100,000 and 250,000 persons. 

2. Broadly speaking, the small city—if it is an independent marketing entity— 
has a relatively larger trading area population than the big metropolis. Through s 
a combination of trade from farmers and the residents of hamlets and unincor- 
porated places, the city of 10,000 or 20,000 may draw the bulk of the purchasing 
of an additional 10,000 or 20,000, while seldom, if ever, does the big city's outside 
area have as many people as the central city. 

The decentralization tendency is also strikingly revealed in a comparison of the 
1950 percentages of population by city-size group with those of 1940. All the 
city-size groups gained in relative importance since 1940 except for cities over 
1,000,000, which with 12.1 per cent of the total population in 1940, dropped to 
11.6 per cent in 1950. 


—Sales Management 10/15/51 


THOUGH FOUR TIMES as many dollars are being spent on advertising as in 1940, 
the part of total sales devoted to advertising has increased only 3 per cent. 
—Printer’s Ink 10/5/51 
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APPRAISING SALES TRENDS: DOLLAR FIGURES VS. SALES VOLUME 


Companies wuo use dollar figures alone 
as a basis for conclusions concerning sales 
and production can be seriously misled 
these days. Price increases have inflated 
sales figures in many lines, obviously dis- 
torting comparison of current dollar sales 
with prior periods. For many soft goods 
items, the current dollar figures err on 
the low side because of markdowns and 
low-price promotions in recent months. 
Finally, the new excise taxes will also 
fend to falsify dollar figure comparisons 
many cases. 

The existence of distortions like these 
put a premium on the use of physical 
@les and output, in addition to dollar 
figures, as bases for comparison. This is 
@pecially important in the following kinds 
@ analyses today: 

1. To measure a company's competitive 
Position relative to the rest of the trade 
@ industry. Are sales better or worse 
than others in your line? What is your 
relative share of business today against 
"$0 or “49? 

2. To trace production trends in the 
itdustries to which you sell. In the past, 
suppliers of both consumer and industrial 
products could frequently key their sales 
afd production plans to sales of their cus- 
témers’ products. This yardstick is no 
longer safe. In many lines, retail sales 
bear no relation to the manufacturer's 
potential as a customer. Today the only 


measure of an industrial cus- 


reliable 


tomer’s sales potential is his output and 
the level of physical inventory in his 
trade. 


3. In multi-product industries, physical 
data will show the items moving fastest 
in other companies. Up-to-date monthly 
figures on shipments of individual prod- 
ucts often help manufacturers plan their 
own product mix. A look at industry 
production trends or local sales experience 
often reveals opportunities that are being 
overlooked. 

Here are three general suggestions to 
help you get maximum benefit from analy- 
sis of any figures today: 

1. Use monthly data where possible. 
Quarterly figures sometimes cloak signifi- 
cant month-to-month changes, and they 
come along too late to be of more than 
historical value. 

2. Get as fine a breakdown, by product, 
as you can. Explore a number of sources 
to get the specific information you want. 
Over-all industry figures often cover up 
significant differences in individual lines. 

3. Base comparisons on a “normal” 
base period, such as the years “47-'49. 
Direct comparisons with “50 are risky be- 
cause of the distorted sales and inventory 
patterns created by the Korean buying 
spree. The same will be true of ‘51 
because of the distortions introduced by 
price controls and the shift to defense 
production. 


Distribution Report (Research Institute of America, Inc., 292 Madison Avenue, 


is that make people buy? It 
is the sizzle that makes people buy. It 
has always been the sizzle and is especially 
so now in a buyers’ market. 


44 


New York 17, N. Y.), November 27, 1951. 


YOU STILL HAVE TO SELL THE “SIZZLE” 


Early in my career, I realized that sell- 
ing is a trick, but not trickery. It is 
perfectly all right to use the tricks of the 
trade, to dramatize your merchandise and 
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personalize your stories, but the trouble 
with trickery is that you can use it only 
once—then you have to leave town. The 
secret of successful selling is not the 
money you are born with; not the educa- 
tion you have; not luck or pull; not how 
much you know about merchandise. It 
is what you say about your merchandise 
and what you do about it, especially in 
the first 10 seconds you talk to your 
customer. 

Here is the formula we use in our 
sizzle laboratories around the country, the 
formula designed to make people buy. 
It is so simple, it will start working for 
you almost immediately. 

1. Don't Sell the Steak, Sell the Sizzle. 
If you would like to get yourself a job 
or a promotion, a sweetheart or a sales 
order, if you want more happiness in your 
home, more social success, more business, 
remember the first point: Don't sell the 
steak, sell the sizzle. 

In every piece of merchandise you 
handle and every service you render the 
public, you have a sizzle. Think of your 
own purchases. It is the accuracy you 
want to hear about in a wrist watch, not 
a lot of factory figures about the Swiss 
movement. It is the bubble in the bottle 
of champagne, the foam on the beer, the 
tinkling of the ice cubes in a tall glass 
that you purchase. 

2. Don't Write, Telegraph. The first 
10 words you speak are more important 
than the next 10,000 words. Every time 
you talk or write, you must be specific, 
and you must tell your story in tele- 
graphic form. Do you know the slogan 
“It won't rub off” increased the sales of 
white shoe polish over 300 per cent? 

3. Say it with Flowers. When you tell 


the other fellow about yourself in those 
first 10 words, use some showmanship. 
Never say anything without doing some- 
thing to prove your point. Don't tell a 
woman that a clothespin is square and 
will not roll; drop the clothespin on the 
counter and let her see it. Then she 
will pick it up and drop it and say: “It 
doesn't roll, does it?” 

4. Don't Ask If, Ask Which. Always 
give the other fellow a choice between 
something and something else. Never 
ask a question unless you are sure you 
will get the answer you want. If you 
ask whether he likes your product, you 
might hear something you do not want 
to hear. Ask him which he wants and 
how he wants it but not if he wants it, 

The best example I can think of 
the egg in the malted milk. If the clerk 
said, “I don’t suppose you want an egg 
in your malted, do you?” and shook his 
head, you would say, “No.” But if he held 
up one egg in one hand and two eggs 
in the other hand and asked, “Do you 
want one or two eggs in your malted, 
sir?” how could you refuse? You were 
going to outsmart the druggist, so you 
said, “Just one egg is enough, thanks,” 

5. Watch Your Bark. The last point 
will get you more happiness and success 
than any other. Without it the other 
four are worthless. Watch your bark. 
You remember the cigar store Indian with 
the big smile on his face. That Indian 
never sold a cigar; it was the bright 
young fellow inside the store who made 
you buy a 10-cent cigar instead of the 
nickel cigar. It is not what you say but 
how you say it. Think more about what 
the other fellow wants to hear than about 
what you want to say. 


—From an address by ELMER WHEELER before the 14th Annual Convention of 
the Super Market Institute, Chicago, Ill. 


OF ALL the goods sold in U. S. department stores each year, a round 10 per cent are 


returned for exchange, credit, or refund. 
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—Time 12/24/51 


45 


| 
‘ 
ts 
if; 


Looking Ahead 10 Years 


ECONOMISTS consulted by the McGraw-Hill Publishing Co., have prepared interest- 
ing forecasts of levels for the year 1960, available in a booklet titled How to Market 
Your Output Under Today's Conditions.* 

The booklet contains a number of charts which indicate the growth of America 
during the past decade, together with crystal gazing to tell what's likely to happen 
in the next decade. Here are some of the facts—and the predictions: 


1941 1951 1960 


Population (millions) .................... 133 154 170 
36 44 51 
50 61 67 
Gross National Product (billions) .................... 126 330 410 
National Income (billions) ................. loses 104 280 348 
Disposable Income (billions) ......... dieadioelaeitie 92 225 280 
New Plant & Equipment (billions) -................... 8 25 30 
Business Telephones (millions) ........................-. 8 14 18 
Steel Production (tons, millions) ...................... 83 107 145 
Electric Power (billions, k.w.h.) .................---00+ 165 372 605 


The publishers suggest that companies should take a “physical exam”—by putting 
themselves into an observation ward. “Take a history of your company’s growth 
during the past decade, its weaknesses, its ailments, its structure. Then plot your 
production volume, sales, or profit picture in relation to the yardsticks which may 
apply to your own company’s figures, such as population, income, gross national 
product, etc.” 
—Sales Management 11/20/51 


° Available gratis from the McGraw-Hill Publishing Co., 330 West 42 Street, New York 
18, N. Y. 


Will Your Company Be Represented in the 
AMA Marketing Workshop Exhibit? 


A SPECIAL FEATURE of the Marketing Conference, which will take place on February 
11-12 at the Hotel Statler, New York, will be a Workshop Exhibit of marketing 
materials. Materials desired for the Marketing Workshop include: 


1. Selling aids for salesmen: Sales presentations; catalogues; manuals 

2. Sales management record controls: What is being sold; where it is being sold; 
by whom it is being sold; etc. 

3. Reports to and from sales force: Sales letters, sales bulletins; expense reports; 
call reports; customer complaints 

4. Materials for appraising and evaluating salesmen: Merit rating forms and 
manuals; job analysis and description and job evaluation literature; job and 
man specifications. 


Materials for this workshop should be shipped as soon as possible in duplicate to 
Ruth M. Kellogg, Director, Educational Exhibits, American Management Associa- 
tion, Management Training Center, Hotel Astor, New York, 19, N. Y. 
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Also Recommended « « « 


MARKETING: ITS THEORIES HAVE YET TO GEL. 
Business Week (330 West 42 Street, New 
York 18, N. Y.), November 10, 1951. A 
meeting of marketing experts organized by 
the University of Illinois’ College of Com- 
merce was devoted to the question of how far 
the science of marketing has advanced. Three 
roadblocks to the development of marketing 
science were discussed and are described in 
this report: (1) problems caused by the 
nebulous definition of terms; (2) the psycho- 
logical problem arising out of attempts to 
understand and forecast human behavior; (3) 
obstacles created by secrecy among competitors. 


NET PRICING vs. LIST AND DISCOUNT. Indus- 
trial Distribution. (330 West 42 Street, 
New York 18, N. Y.), December, 1951. This 
survey presents the arguments for and against 
the trend among manufacturers to supply dis- 
tributors with price sheets giving net cost 
prices and the suggested resale prices figured 
net, at the stated discount from list. A poll 
on this subject, conducted by the Joint Indus- 
try Committee of the National and Southern 
Industrial Distribution Associations, showed 
371 in favor of this plan, and 15 against it. 


DON'T BE AFRAID TO CHANGE THAT PACKAGE 
DESIGN. Packaging Parade (22 East Huron 
Street, Chicago 11, Ill.), October, 1951. <Ac- 
cording to the opinion of a New York in- 
dustrial designer, consumers expect packages 
to change just as they expect style changes in 
automobiles, television sets, fountain pens, etc. 
This article, which cites actual case histories 
of package design changes which induced an 
increase in sales, should prove helpful in 
simplifying problems of package planning and 
design. 


SALES MANAGERS COMBAT HIGH COST PER 
SALES CALL. By William A. Marsteller. Indus- 
trial Marketing (200 East Illinois Street, Chi- 
cago 11, Ill.), September, 1951. This article 
summarizes a survey of the methods used by 
sales executives to cut the cost per sales call. 
One company is using only junior, or low 
cost, salesmen to follow sales leads and do 
general doorbell ringing, saving ace salesmen 
for high potential accounts. Under another 
method, every account is classified by sales 
potential so that salesmen’s time may be 
apportioned more efficiently. 
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HOW MUCH NOW FOR YOUR EXPORT ADVER- 
TISING? By Derek Brooks. Exporters’ Digest 
and International Trade Review (170 Broad- 
way, New York 38, N. Y.), October, 1991. 
The author suggests that the export adver- 
tising manager temporarily drop some of his 
dgy-by-day advertising work and put some 
thought and research into the formulation of 
a suitable export advertising policy. He sug- 
gests a practical method for developing ex- 
port advertising budget and policy recom- 
mendations which will be readily understood 
and appreciated by top management. 


DOES YOUR LABEL TELL THE TRUTH, THE WHOLE 
TRUTH, AND NOTHING BUT THE TRUTH? Packag- 
ing Parade (22 East Huron Street, Chicago 
11, Ill.), October, 1951. The Federal Food, 
Drug, and Cosmetic Act provides that a label 
must not only be truthful, but must descr 

the product in a way which will not mislead 
the purchaser. This article illustrates the 
“do's” and “don'ts” of proper labeling with 
cartoon-style illustrations and data from a 
booklet issued by the Food and Drug Admin- 


istration. 


OPERATIONS RESEARCH IN MARKETING. Cost 
and Profit Outlook (Alderson @& Sessions, 
1401 Walnut Street, Philadelphia 2, Penna), 
November, 1951. Every analyst who is com- 
cerned with greater efficiency in marketing 
can make profitable use of the tools of opeta- 
tions research. This article describes the gen- 
eral analytical procedure involved in analyzing 
roductivity in marketing. This procedure can 
utilized either in a broad review of an 
entire marketing program or in evaluating 
productivity in a limited area to meet an im- 
mediate and acute problem. 


10 WAYS DISTRIBUTORS RATE YOUR PRICING 
POLICIES. By Louis H. Brendel. Sales Manage- 
ment (386 Fourth Avenue, New York 16, 
N. Y.), October 15, 1951. This summary of 
suggestions about pricing made by distributors 
indicates a growing need for simplification of 
paper work, and reveals the feeling shared by 
many industrial distributors that the current 
method of list and chain discounts is the 
greatest time waster in the business. There is 
also considerable agitation on the part of many 
progressive distributors and manufacturers for 
decimal packaging and pricing. 
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Packaging 


Despite the heavy demand for con- 
tainers and packaging materials, there 
have been relatively few changes in the 
consumer-type package since the advent 
of the Korean conflict. This conclusion 
is based on the results of a nation-wide 
survey conducted recently by the Depart- 
ment of Commerce field offices to measure 
the impact of the National Defense Act 
on consumer-type containers and packag- 
ing materials. 

To obtain opinions from a cross-section 
of the container user group, information 
was solicited from such users asthe retail 
and wholesale grocery, drug, and hard- 
Ware business, department stores, and 
Manufacturers, in addition to representa- 
tives of container industries. While it 
Was reported that no drastic nation-wide 
Change or shift has yet occurred, the 
Majority of respondents expressed appre- 
hension about the future container sup- 
ply. 

In reply to an inquiry regarding the 
@dequacy of supply of containers and 
packaging materials, respondents indi- 
gated that shortages were periodic, but 
Where they were continuing, voluntary 
methods of conservation, such as stand- 
ardization of sizes and designs, container 
re-use, and the use of alternates, were 
initiated to extend their limited supply. 

The use of larger-size containers was 
one method employed to conserve packag: 
ing materials. One television manufac- 
turer, for instance, was reported to be 
packing as many as 48 television tubes 
in one case compared to the method 
formerly used of packaging each tube 
individually. 


TRENDS IN CONSUMER PACKAGING: A NATION-WIDE SURVEY 


Programs to standardize and eliminate 
various sizes of containers were reported 
from many sections of the country. Ex- 
amples cited were: paperboard meat trays 
were reduced from 20 to seven sizes; 
glass tumblers for packing peanut butter 
were stan *d at one size to replace 
the eight pr. ..ously used; the five sizes 
of a corrugated container for shipping 
coffee were recently replaced by one 
standard size. 

In addition to container standardiza- 
tion and simplification, extensive pro- 
grams on container re-use have been 
started in industry as the result of short- 
ages. Thus a near nation-wide trend to 
stimulate the re-use of steel shipping 
drums was reported. The method used 
in this instance was to require users to 
make a maximum deposit on all drums. 
It was further reported that this pro- 
gram has been very effective in assuring 
the return of drums. 

The limited supply of containers and 
packaging materials has resulted in a 
movement to substitute or alternate con- 
tainers to fill requirements. All respond- 
ents indicated shortages of metal con- 
tainers have caused a shift to glass or 
paper containers. It is interesting to note, 
however, that no report indicated a 100 
per cent use of substitute containers. Al- 
ternate containers were used only to sup- 
plement the supply of regularly used 
containers or packaging materials. 

Though respondents were asked spe- 
cifically about the quality of containers 
and packaging materials, there were few 
responses indicating any lowering of 
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standards. Reports indicated that when 
a reduction in quality did take place it 
was short-lived. 

In general, though the survey indicates 
that relatively few nation-wide changes 


have occurred as the result of the present 
state of national emergency, it is clear 
that the movement has been from metal 
to the more plentiful glass and paper 
containers. 


—Good Packaging, October, 1951, p. 27:3 


Financial Management 


INTERNAL CONTROL IS COST CONTROL 


ExterNAL conTROL is a familiar but 
often misunderstood concept. Therefore, 
before attempting a discussion of its prin- 
ciples and practices, let us review a 
general definition of internal control as 
presented by the American Institute of 
Accountants: “Internal control comprises 
the plan of organization and all of the 
coordinate methods and measures adopted 
within a business to safeguard its assets, 
check the accuracy and reliability of its 
accounting data, promote operational effi- 
ciency, and encourage adherence to pre- 
scribed managerial policies.” 

Though the plan of organization will 
vary with the type of enterprise, an im- 
portant criterion as to the adequacy of 
any plan is the extent to which it provides 
for organizational independence among 
the operating, custodian, accounting, and 
auditing departments. No department 
should control the accounting records 
relating to its own operations, and no one 
person should control al! phases of a trans- 
action. Without the intervention of other 
persons or departments who afford a cross- 
check, the accounting records may be so 
manipulated as to make the detection of 
errors, misrepresentations, and fraud ex- 
tremely difficult, if not impossible. 
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Once management has provided an ape 
propriate plan of organization, it must 
have media, first, for the authorization 
procedures and records control of the 
ensuing operations and, second, for the 
classification of data within a formal 
structure or chart of accounts. A cares 
fully prepared chart of accounts serves 
a far more useful purpose than the meré 
provision for slots into which the trans¢ 
actions are to be dropped. The accounts 
selected in their sequence, should, at a 
minimum, meet the following tests: (1) 
Facilitate the economical preparation of 
financial and operating statements and ree 
ports; (2) include those accounts which 
are needed to reflect adequately and ac- 
curately assets, liabilities, revenues, costs, 
and expenses; (3) describe accurately and 
concisely what should be contained in 
each account, and contras thereto; (4) 
delineate as clearly as possible the bound- 
ary lines between capital assets, inven- 
tories, and expense items; (5) provide 
for controlling accounts where necessary. 

Media for the original records control 
of operations and transactions are created 
through the designing of appropriate 
records and forms. A form or record 
mst be functional in design and useful 


49 


| 
A 
& 
» 
. 


for as many purposes and objectives as 
management may require. It must be 
simple enough to be understood clearly 
by those who are to use it, enabling them 
to record data promptly, accurately, and 
at minimum cost. It should be so con- 
structed that proper handling would 
necessitate adherence to established con- 
trol procedures, thereby providing a de- 
gree of internal check within the form 
or record. In the case of forms, blanks 
for authorizations relating to the various 
steps of the transactions, the alignment 
of the data to facilitate arithmetical veri- 
fications, and proper routing instructions 
are all examples of control which may 
be provided by proper design. 

If the development of a plan of organi- 
zation and the design of the flow of 


| procedures are compared to a strategical 


plan, the adoption of sound practices may 
be called the tactical measures for the 
effectuation of the plan. Examples of 
sound practices would include: listing of 


A properly functioning system of in- 
ternal control depends not only on effec- 
tive organization planning and the ade- 
quacy of the procedures and practices, 
but also on the selection of operating 
personnel capable of carrying out the 
prescribed procedures in an efficient and 
economical manner. The problem re- 
solves itself mainly into the recognition 
by management of the need for careful 
analysis of a position and the qualifica- 
tions required of the person to fill it, 
an adequate employee training program, 
and adoption of means whereby the 
quality of an employee's performance may 
be measured. In this connection, it may 
be well to know that, on the basis of 
25,000 polygraph or lie detector tests, 
65 per cent of the people who handle 
money regularly, and an even larger 
percentage of those who handle mer- 
chandise, have taking ways. 

To sum up, effective internal control, 


approved suppliers, competitive quota- by safeguarding assets and rendering Cost 
tions of prices on purchases, independent operational data accurate and reliable, 
; count of merchandise received, verificae ™akes an mnportant contribution to the 
| tion of invoices and supporting docu- well-being of business. Controllers, cost 
| ments by the accounting department as a accountants, auditors, and public ac- \ 
) basis for payment, use of enclosed ware- countants should unite in a vigorous in- : 
houses, bonding of employees, etc. terpretation of this vital concept. { 
—H. M. Stitter. The Controller, October, 1951, p. 446:6. ia 


“The Worst Years of Our Lives” 


THE “AVERAGE AMERICAN” at age 29 can look forward to paying taxes totaling a 
minimum of $34,743.23, or 22 per cent of his earnings in the 36 years remaining 
of his working life, Commerce Clearing House reports. 

He will have the income from 28 of these years for himself, but the other 8 
years he will work to supply the demands of his governments. 

Taking into account the changes in the tax picture as his children grow up and 
become self-supporting, his standard tax charges for the years until he reaches the 
age of 65 are figured by Commerce Clearing House as follows: Federal income, 
$15,684.00; Social Security, $3,573.00; real property, $7,200.00; personal property, 
$720.00. 

However, there is one cheering note, the report adds. Being average, the man 


will live to be 68, and for the last three years he'll get a return from Social Security. 2 
—Credit Executive 11/51 5 
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INCENTIVE COMPENSATION FOR EXECUTIVES 


More anv More executives are leaving 
the service of their employers to buy into 
corporations from which they can realize 
gains at minimum tax cost. Others, by 
trading in equities on the markets, are 
being forced to divide their thought be- 
tween making capital gains on the stock 
or commodities markets and operating 
their jobs. 

The three influences that drive so many 
into business for themselves are: (1) the 
difficulty of accumulating capital out of 
even the most generous salary; (2) the 
curtailment of purchasing power because 
of inflation combined with rising surtaxes; 
and (3) the advantages offered by the 
capital gains route in the creation of an 
estate. 

The employer who wants to counter- 
act these influences must provide true 
incentive compensation. To do so he must 
offer opportunities to defer compensation, 
make capital gains, and hedge inflation 
reasonably comparable to those available 
to an independent business man. 

The executive employment contract de- 
ferring payment of some earnings until 
retirement age offers a partial solution 
to the problem. But it also creates a 
greater vulnerability to inflation, since de- 
ferred income may well be received in 
cheaper dollars than those we have today. 

The answer to the inflationary aspect 
of the problem seems to lie in a restricted 
stock option complying with the require- 
ments of the Revenue Act of 1950. When 
these requirements are met, neither the 
granting of the option nor its exercise 
results in taxable income to the employee. 
The restricted stock option gives the 
employee an opportunity to make capital 
gains comparable to those he would have 
made in his own business. Because equity 
interests are being made available to him, 
he has a chance to hedge inflation both 
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through dividends on the shares he ac- 
quires under the option and through capi- 
tal gains he makes upon a sale of those 
shares. The combination of deferred 
compensation contract and stock option 
seems to hedge inflation, protect top earn- 
ings from immediate and maximum per- 
sonal surtaxes, and provide the desired 
opportunities for capital gain. For these 
reasons, it seems to offer a truly meaning- 
ful executive incentive compensation plan, 

However, stock option plans have their 
dangers—especially in the relatively close 
ly held corporations. For one thing, since 
such corporate stock is not ordinarily 
available in limitless amounts, some meth 
od must be found to use the same stock 
over and over again for incentive pur 
poses. That is especially so when rela 
tive concentration of stock-ownership, 
certainly of stock control, is a must. Then, 
some means must be found to prevent 
the restricted stock option plan from be 
coming merely the first phase of an ever 
widening pattern of stock distribution. 
Finally, since the basic purpose of the 
stock option plan is retention of selected 
executives, some method must be found 
for tying those people to the employer 
even after exercise of the option. 

A practical answer seems to be crear 
tion of a reservoir of stock that can be 
used for incentive purposes but will re 
turn to the circulating fund maintained 
by the corporation when those purposes 
have been served in regard to a given 
executive. To accomplish that end, the 
granting of a restricted stock option may 
be conditioned upon the executive's 
agreement: (1) that the corporation shall 
repurchase his shares at their then mar- 
ket value when he dies; (2) that he will 
make no disposition of his shares during 
life without first offering them to the 
corporation at their then market value; 
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and (3) that, upon severance of his em- 
ployment for any reason other than 
death, retirement, or disability, the cor- 
poration may repurchase the shares at 
the option price. 

The corporation incurs certain con- 
tingent liabilities under such an incen- 
tive compensation plan. It will need 
funds to pay deferred compensation and 
salary continuation payments called for 


need funds to repurchase the stock at 
the death of the executive. Cash for all 
these commitments can be assured by the 
maintenance of key man insurance upon 
the executive's life. The remaining com- 
mitments for lifetime stock redemptions 
can be made less onerous by providing 
for installment payments at the corpora- 
tion’s option, and then the insurance 
cash values can be tapped, if necessary, 


by the employment contract, and it will for one or more installments. 


The Estate and Tax Letter (copyright 1951 by the Mutual Benefit Life Insurance Company 
of Newark, N. J.), October, 1951, p. 1:3 


Federal Tax Receipts Highest in U. S. History 


THE PRESENT ADMINISTRATION has collected more taxes from the American people 

than all others combined, the Chamber of Commerce of the United States reported 

recently. In addition, it has spent more than one-third of all the money ever spent 
| by the U. S. government. 

A study of Treasury figures by the Chamber's Government Economy Program 

shows that Federal receipts from July 1, 1945, through last November 16 totaled 

slightly over $262 billions. Total Federal receipts from 1789 through June 30, 1945, 

} totaled only $254 billions. 

| 


In its entire history, the Federal government has spent $770 billions, or more 
than three-quarters of a trillion dollars. Well over a third of this amount ($282 
billions) has been spent by the present administration. 

Total receipts in our entire history have amounted to $516 billions. The present 
Administration has collected 50.8 per cent of this total. 

) The Chamber noted that the purchasing power of the dollar has been declining, 
) so that the $262 billions of taxes collected by the present administration are not 
worth as much as the $254 billions collected by all the other administrations in 
history; however, it pointed out that most economists agree that Federal financial 
| policies are a primary cause of inflation. 


Bills, Bills, Bills! 


THE OLD LAMENT about having to pay a good portion of one’s income just to meet 
accumulated bills has now been verified by economic facts. As a result of the rise 
in personal debt in recent years, the American people have committed themselves 
to a schedule of repayments amounting to over $2.8 billions a month—and nearly 
$34 billions a year! 

The Joint Congressional Committee on the Economic Report, which makes this 
finding, points out that this credit obligation is equal to about 15 cents of every 
dollar of aggregate personal income after taxes. The biggest single contractual debt 
element is the classification of charge accounts, where total obligations are estimated 
at just under a billion dollars a month. By other categories, the estimated monthly 
contractual obligations are: auto sales, $270 million; loans, $460 million; nonfarm 
home mortgages, $260 million; and “other consumer credit,” $630 million. 

—Commerce 12/51 


The Management Review 


— { —— ‘ 

| 
ray 
* 
‘ 
52 


THE WORKER AS FISCAL PARTNER OF INDUSTRY 


More anv more working men and 
women are following the urge to become 
financial partners of industry through the 
purchase of the common stock of U. S. 
corporations—particularly of those they 
work for. However, though the move- 
ment is a far-reaching one, there is no 
centralized direction of this obvious trend. 
The principal reason for this lack is 
the fact that no two stock-purchase plans 
are exactly alike—though there is one 
favorable feature common to most: i.e., 
the employee, almost invariably, can pur- 
chase stock in his company at a lower 
price than is available to the general pub- 
lic through regular brokerage channels. 
Another obstacle in the way of organiz- 
ing industry to encourage employee pur- 
chase of stocks is the reluctance of many 
industrialists to involve the American 
worker in the normal risks of business. 
Regardless of the long record of sound 
earnings and dividend-paying by many 
corporations, there is the continuing pos- 
sibility that new inventions, new ma- 
terials, new processes, and changed pub- 
lic tastes will render a particular enter- 
prise no longer profitable and perhaps 
cause its stockholders to lose their invest- 
ment. What business men fear, one 
executive stated, is that in such a cir- 
cumstance the worker-investor would be- 
come unduly resentful and turn against 
all private enterprise because of a condi- 
tion one industry was helpless to avoid. 
Experience shows, however, that the 
average American worker is a good 
gambler. He is willing to take a chance 
when there is a reasonable likelihood 
of adding profits to wages and of ac- 
quiring such items as only those extra 
dollars will buy. 
Since there is a vast difference in the 
stock-purchase plans offered by com- 
panies, it might be interesting to analyze 
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two of these, if only for the sake of 
comparison. 

The Standard Oil Company of Indiana, 
for example, has sought to encourage the 
purchase of U. S. Defense Bonds by its 
employees. Further, this company pro- 
vides a retirement plan which is more than 
average in appeal. To interest its em- 
ployees in each of the above, the company 
has made offers of stock to those workers 
who participate in both the retirement 
plan and the U. S. Bond-purchasing plan. 
Here are the essentials of the plan: 

An employee already participating in 
the company’s retirement plan may, if he 
desires, designate payroll deductions of an 
amount not less than 2 per cent, nor more 
than 4 per cent, of his prior year's earn- 
ings for the purchase of U. S. Savings 
Bonds, which will be delivered into his 
hands as soon as these are paid for. If 
the employee remains a participant in the 
savings plan until the end of the plan 
year, he will receive one share of company 
stock for each “bonus unit™ of payroll 
deduction credited to his account. The 
bonus unit for each plan year is equal to 
one and one-half times the book value 
per share of the stock at the end of the 
preceding calendar year. Example: For 
the first plan year, a bonus of one share 
of company stock will be given for each 
$106 the employee has set aside for bond 
purchases. 

In contrast with the above is the stock- 
purchase plan of the Ashland Oil & Re- 
fining Company, whereby the employee 
can purchase a share of common stock in 
the company at the flat price of $20—to 
be paid for in 20 monthly installments of 
$1 each. Subscribers can accelerate their 
payments in the Ashland plan, if they 
desire. 

In the old days before the Great De- 
pression, the various stock markets of the 
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country, operating as they did with few 
or no restrictions, led stock prices to 
gyrate wildly and sweep up and down the 
ladder in truly spectacular fashion. For- 
tunately, however, times have changed. 
Business has reached a greater maturity, 
the volume of stock is greater and more 
widely held, and the Securities and Ex- 
change Commission, acting as a sort of 
umpire, has a restraining effect. It is now 
a matter of record that today there are 
fewer New York Stock Exchange house 
failures than there are failures among 
banks. 

It is therefore a source of real wonder 
that the movement to encourage workers 
to become owners of stock and thus be- 
come the fiscal partners of management 
has been so slow in starting and that even 
today it receives such slender impetus. 
For when stocks of American corporations 


are held by millions of working men and 
women, there will be fewer demagogues 
in Washington ready to heap more and 
more taxes upon those corporations which, 
because taxes must of necessity be passed 
on to the consumer, add their weight to 
further inflation. Also, when stock owner- 
ship is more widely distributed among 
industrial workers, more intensive efforts 
will be made to settle strikes and such 
issues as lead to strikes. 

From the standpoint of the worker and 
his family, the possession of stock certifi- 
cates—those of his employer or of any 
sound American company—is of tremen- 
dous psychological advantage. Such cer- 
tificates represent a first-hand stake in the 
American way of life, a first-hand grip 
on the ladder of economic advancement 
which so many Americans have climbed 
to the very top. 


—Kari S. Dixon. Partners, July-August, 1951 (Copyright 1951 by the 


WHAT ANNUAL REPORTS SHOULD CONTAIN: 


1000 STOCKHOLDERS SPEAK 


Despre the urging of some advertising 
and public relations men for more elabor- 
ate annual reports with jazzier layout 
and copy to catch interest and clarify 
content, the average stockholder reads all 
the reports he now gets and understands 
them—or thinks he does. 

That is one conclusion that can be 
drawn from the findings of a recent sur- 
vey of more than 1,000 stockholders con- 
ducted by Reuter & Bragdon, Pittsburgh. 
Nearly 85 per cent of the stockholders 
said that they read the annual reports of 
all companies in which they own stock. 
Most of the remainder read at least some 
of the reports. 

Asked if they understood the financial 
sections of the annual reports received 
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National Labor-Management Foundation). 


with respect to assets and liabilities, 90 
per cent said yes. Respondents were 
asked if they understood the reports with 
respect to seven other aspects. In each 
case, the majority answered yes. Per- 
centages answering yes ranged from 67.5 
per cent with respect to the “out-go” 
dollar to 97 per cent with respect to 
dividends. 

In addition to determining if annual 
reports are understood, the survey was 
aimed at finding out what types of in- 
formation stockholders want to get in 
annual reports. Results showed that 
stockholders are most interested in getting 
facts about the trend of business and 
are least interested in learning about ad- 
vertising and sales promotion activities. 
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One question and the tabulated results 
were: 


Do you think the annual report should cover 
briefly the company’s: 


Yes No 
1. Organization? ...................... 79% 14% 
2. Products or services? .......... 90% 07% 
3. Trend of business? .............. 93% 05% 
4. Number of shareholders? .. 74% 20% 
5. Biography of directors? .... 62% 28% 
6. Location of plants and points 
of distribution? .................... 71% 22% 
7. Advertising and sales pro- 
motion activities? ................ 49% 38% 
8. Community activities? ........ 53% 30% 
9. Number of employees and 
annual payroll, broken down 
by communities? ................ 54% 41% 
10. State, city taxes? ................ 68% 26% 


Of five suggested types of reports in 
addition to annual reports, the stock- 
holders most strongly favored quarterly 
earnings statements enclosed with divi- 
dend checks. The question and tabulated 
answers: 


Do you wish to know the current progress 
and financial condition of the company in 
which you have money invested, by receiving: 


ie & 

1. A report on the last annual 
64% 29% 

2. A condensed semi-annual re- 
1% 21% 


——Industrial Marketing, 
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2 2 
3. Quarterly earnings statement 
with dividend check? ............ 85% 09% 
4. Briefs on legislation, taxes, 
labor contracts, etc., affecting 
5. Information on _ progressive 
developments of the com- 
pany’s products? 74% 18% 


The respondent was asked the number 
of companies in which he owned stock. 
Average number was 13.7 companies per 
stockholder. 


A space was provided in the ques- 
tionnaire for comments. It was observed 
in the survey report: “Of the share- 
holders who wrote special comments, 
many indicated their distrust of manage- 
ment and felt that all directors and 
officers should be required to own shares 
of stock in their own companies. It is 
suggested that such distrust may be due 
in the main to lack of information about 
their officers and directors, e.g., who they 
are, their business experience, the rea-. 
sons why it may be desirable that officers 
or directors should not own shares of 
stock.” 


October, 1951, p. 48:2. 


Gearing Your Financial Plans to ‘52 Conditions 


A RECENT SURVEY shows that many companies are unwittingly headed for trouble 


because they haven't geared their plans to changed conditions. 


Here is a list of 


questions—a kind of executive's quiz on the subject of your company's working 
capital and financial plan—which may hold some surprises for you: 

How much working capital will you really need up to mid-’52? Are you set for 
sudden, tnexpected changes in credit requirements? In ‘51, many firms had to rush 
out for costly loans because collections from both big and small customers slowed 


up without warning. 


Are you set for the new tax rates and accelerated payment? This last is a major 
point that some executives are overlooking. Corporations will have to pay 35 per 
cent of their “51 tax next March 15—another 35 per cent next June 15—and then 


two 15 per cent quarterly payments. 


Even where taxes are moderate, this need to 


get up more tax money in the first half will require a close check of cash demands. 
Do your inventory figures really show you where you stand? Over-all inventory 

figures don't show unbalance, don't indicate whether you have money unnecessarily 

tied up in some items though safe operation requires more money for others. 
Have you got adequate reserves for replacing equipment? The dangerous fact is 
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that few companies plan ahead to pull some cash free as the time for replacement 
nears. Then they're up against the need for a big outlay—without funds. It’s wise 


to take a long, hard look at your equipment now. Sketch out what the replacements 
must cost, figuring that machinery prices over the next three to four years won't 
be any lower than today, and may move higher. 

You don’t need a crystal ball to make reasonably reliable estimates of your future 
financial situation. Even among the smallest companies, the picture can be laid out 
this way: (1) Start by simply projecting the various elements at their present levels. 
(2) Then figure what would happen if the various elements went up or down by, 
say, 10 per cent over the next six to eight months. (3) This will give you a range 
showing the kind of adjustments you may be called upon to make. 

—Executive Policy Letter (Research Institute of America, Inc., 


Also Recommended « « « 


292 Madison Avenue, New York 17, N. Y.) 11/30/51 


INCOME HASTE MAKES WASTE. Business Week 
(330 West 42 Street, New York 18, N. Y.), 
November 10, 1951. If the sale of a business 
produces a large capital gain all at once, it 
may push the business man’s income into a 
much higher tax bracket for that year. This 
article shows how an installment sale or a 
deferred-payment sale (both methods are de- 
scribed in detail) may make it possible to 
hold the tax down by spreading the payments 
out. 


TAX PITFALLS FOR THE CREDIT EXECUTIVE. By 
Max Block. Credit Executive (71 West 23 
Street, New York 10, N. Y.), October, 1951. 
A company’s ability to meet its obligations may 
be seriously affected by assessments of addi 
tional taxes, interest, and penalties. The author 
discusses the ways in which the credit execu- 
tive can deal with the problem of tax pitfalls 
and makes several specific suggestions which 
should prove helpful. 


STANDARD RATIOS. By George W. Frank. 
Credit and Financial Management (229 Fourth 
Avenue, New York 3, N. Y.), November, 
1951. The author shows how the use of 
ratios derived from financial statements makes 
it possible to set up standards to de‘ermine 
the condition of a company's receivables, in- 
ventories, fixed assets, capitalization, and earn- 
ings. The article includes practical suggestions 
which should be helpful to the credit analyst 
in using standard ratios to determine the 
soundness of a credit risk 


ECONOMIC FACTORS IN SELECTING LIFO. Alfred 
C. Boni. The New York Certified Public Ac- 
countant (677 Fifth Avenue, New York 22, 
N. Y.), November, 1951. In this paper, a 
consulting economist attempts to weigh the 
advantages and disadvantages of the “Last- 


In-First-Out™ Method for manufacturing enter- 
prises having a fairly frequent inventory turn- 
over and an average normal ratio of year-end 
stock to total investment. He endeavors to 
assess the relation of a firm's use of the LIFO 
method by its profitability from the viewpoint 
of distant prospects rather than near-term 
robabilities. He concludes that weighing 
IFO on the economic scales is a process 
that well repays the effort when applied to 
concrete business situations, but leads to no 
generalized judgment on the merits of this 
method of inventorying. 


FINANCING THROUGH FIELD WAREHOUSING. By 
Victor A. Listen. Credit Executive (71 West 
23 Street, New York 10, N. Y.), October, 
1951. The author describes a relatively new 
method of financing field warehousing by 
which a company may borrow cash on inven- 
tory while continuing to have access to that 
inventory. Many companies have found that 
under field warehousing they have been able 
to maintain such an accurate inventory situa- 
tion that the cost of field warehousing has 
been absorbed by subsequent profits from 
properly supervised, controlled inventory op- 
erations. 


TAXES: WE ARE COURTING DISASTER! By Ros- 
well Magill. Commerce Magazine (1 North 
La Salle Street, Chicago 2, Ill.), December, 
1951. According to the author, there is a 
definite limit to the taxes a citizen can and 
will pay, and we have just about reached that 
limit. The solution, he believes, lies in adopt- 
ing a three-year austerity program in govern- 
ment expenditures, which should involve not 
only the elimination of waste and inefficiency 
in government operation but also a reduction 
or elimination of programs that have no place 
in a tight defense economy. 
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Insurance Management 


THE INSURANCE MANAGER’S JOB: BROADENING 


THE PERSPECTIVE 


The icreasinc complexity of our mod- 
ern civilization has multiplied risk and ex- 
posure. Management has therefore found 
it necessary to employ a specialist who 
can present its problems and interpret its 
risks to brokers and others engaged in 
the business of marketing protection. The 
specialist that has been employed, or 
evolved, is the corporate insurance buyer. 


What is the job of the insurance 
buyer? The nomenclature is probably too 
narrow. He is really a corporate insur- 
ance manager, for buying is only one of 
his various duties. A recent insurance 
seminar of the American Management 
Association appraised his functions as 
follows: 


1. Analysis of Risk and Exposure. The 
success or failure of the insurance man- 
ager depends largely on how well he dis- 
charges his primary responsibility for risk 
analysis. It is his duty to survey the 
hazards of the enterprise, analyze and 
abate the exposures, evaluate the loss ex- 
pectancies, check the insurance markets, 
balance the cost of uninsured risk against 
insurance protection, and determine a 
course of action. 


2. Procurement and Administration of 
General Insurance. Once it has been de- 
cided to insure the risk, then buying the 
policies is only the initial step. An in- 
surance policy is a two-party contract, 
with obligations devolving on each party 
throughout the term of the insurance. 
The policyholder must live with the con- 
tract he has bought and must administer 
his obligations under it in good faith, even 
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as he expects similar performance of the 
insurer's obligations. 

3. Setting up Funds for Self-Insurance, 
after Determination of Risks to be Self- 
Insured. The enterprise may decide to 
run some of its own risks, either by as- 
suming an unfunded liability or by setting 
aside, self-insurance reserves. 

4. Procurement and Administration of 
Group Insurance. These are usually the 
responsibility of the corporate insurance 
manager, with employee contacts and 
claim details handled through the per- 
sonnel department. 

5. Investigation and Settlement of 
Claims. This is the acid test of the in- 
surance buyer's performance and is ob- 
viously a part of his responsibility. The 
losses incurred have an important influ- 
ence on future buying power. Minimiz- 
ing of loss by careful salvaging is essential. 
An accurate record of loss experience is 
necessary. Correct interpretation of losses 
is helpful in the analysis of risk and ex- 
posure, also in the evaluation of insurance 
proposals. 

6. Participation in Safety Engineering 
and Loss Prevention. Accidents that are 
stopped before they happen are the ones 
that reduce insurance costs. The insur- 
ance manager can play his part in acci- 
dent prevention by taking full responsi- 
bility for its administration, or by co 
operating with others in the enterprise. 
Cooperation can be extended by making 
available the engineering and inspection 
services of insurance companies, by con- 
ducting surveys, by furnishing statistical 
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reviews, by attending safety meetings, and 


by explaining the effect of accidents on 
irisurance costs. 

In brief, then, the insurance manager's 
job is to survey exposure, analyze risk, 
abate hazard, assume calculated losses, 
and budget other losses through self-in- 
surance or insurance. That is what he 
does for his employer. But when it comes 
to buying insurance, how does he fit in 
with the producer and the insurer? 

First, it should be remembered that 
insurance is merely a budgeting device 
for the pooling of risk. The policyhold- 
ing public is the consumer of the product. 
Insurance will have customers only so 
long as it serves the public interest by 
meeting the buyer's needs. 

Next, it should be remembered that 
the buyer is not a collectivist, but an in- 


—L. M. Van Deusen. Western Underwriter, November, 1951. 


Employers’ Contribution to Pension Plans at Record High 


dividualist. If his needs are not met, he 
will look elsewhere for protection. To 
the extent that his needs are met, he can 
help save insurance from the blight of 
its own bureaucracy by insisting on the 
preservation of free enterprise and free 
competition in the insurance business. 
When the owner of a risk decides to 
share it with others by buying insurance, 
he may use direct-writing companies, or 
he may consult a producer. The producer 
is a specialist in forms and markets. There 
is no conflict of interest between producer 
and buyer. Each can help the other. 
Buyers know it; so do smart brokers. 
Working as a team, the buyer with his 
special knowledge of the problem con- 
fronting the enterprise and the broker 
with his special knowledge of the coverage 
available can often reach a solution. 


WHILE EXPANSION in various employee benefits has been general, the most striking 
advance has occurred in the area of employer contributions to private pension and 
welfare funds, figures compiled by the U. S. Department of Commerce show. These 
contributions added up to $2.4 billions for the year 1950. Little more than a 
decade ago, in 1940, employer contributions to such funds came to less than $200 
millions, while back in the 1929 boom year they were even smaller. They crossed 
the billion dollar mark in 1946 for the first time. 

Group insurance of various types—life, annuities, and accident and sickness— 
has played an important role in the growth of pension and welfare fund payments 
and coverage in the last few years. Total premiums and considerations paid to 
insurance companies for group life, group annuities, and group accident and sick- 
ness came to nearly $1.9 billions in 1950, more than double the 1946 total. Em- 
ployers pay a large part of these premiums. 

In all, non-wage payments for the benefit of employees in private business, 
including the employers’ share of Social Security taxes, aggregated $6.2 billions for 
1950. This sum was more than triple the comparable payments in 1940 and is 
some 15 times the total of such payments in 1929. The aggregate private non-wage 
payments last year were the equivalent of 5 cents of every dollar of the total wage 
and salary bill of private business and industry for 1950, the highest such propor- 


tion on record. 


—Insurance Advocate 10/20/51 


WAGE EARNERS live as long now as non-wage earners, Metropolitan Life Insurance 
Co. finds. In 1950 life expectancy at birth for this group hit an all-time high of 


68.3 years. It had risen 5.3 years since 1940 and 21.6 years since 1911-12. 


—Business Week 9/29/51 
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TO INSURE OR SELF-INSURE?—AN UNDERWRITER’S VIEWS 


Mianacement topay is constantly on 
the alert to find ways to reduce expenses 
and increase profits. Since the cost of 
insurance is quite a sizable item in the 
expense of conducting a business, it is 
natural for management to consider self- 
insurance as a way of reducing costs. 
However, self-insurance is not without its 
problems, and in some cases, may even 
have its dangers. 

For example, the self-insurer in deter- 
mining which risks to assume is immedi- 
ately brought face-to-face with one, of the 
fundamentals of insurance, which requires 
that the risk be composed of sufficient 
homogeneous units to allow the applica- 
tion of the law of large numbers. Let us 
see how this will operate if workmen's 
compensation is the hazard being con- 
sidered for self-insurance. 

Suppose we take a factory with 500 
employees who work a total of 1,000,000 
man hours in a year. Statistics indicate 
that this company should sustain eight 
disabling accidents in one year. Since it 
normally requires 160 disabling injuries to 
produce one accidental death, it follows 
that this concern would have to accumu- 
late 20 years of experience before it had 
sufficient units of exposure to allow the 
law of large numbers to operate on a 
single death case. 

Thus a self-insurer who does not have 
sufficient units of exposure cannot rely on 
the law of large numbers because he can- 
not secure contributions from any risk 
other than his own. Therefore, he must 
rely upon a reserve accumulated for the 
’ purpose or be financially prepared to sus- 
tain a total loss of one or more units. 

Even though the risk is composed of 
sufficient units, the self-insurer must con- 
sider the possibility of a catastrophic loss, 
arising from either an internal or an ex- 
ternal exposure. Compensation insurance 
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carriers provide protection against this 
hazard to their policyholders without ad- 
ditional cost. However, the self-insurer 
who wishes to avoid the catastrophe haz- 
ard must purchase stop-loss or excess-loss 
insurance, the cost of which will, of 
course, reduce the savings anticipated 
under the self-insurance plan. 

Since the large risk having average or 
better than average loss experience is most 
likely to consider self-insurance, the next 
item to consider is the difference between 
the total losses and the premium which 
would be charged by a commercial ine 
surer. 

For purposes of illustration let us take 
a risk, located in Maryland, which de 
velops $50,000 standard workmen's come 
pensation premium, with losses of $25,000, 
Under retrospective plan B, this insurer's 
final premium would be $42,777. The 
self-insurer would have to pay the $25,000 
in losses. In addition, he would have 
to pay $995 in taxes and fees to help 
support the state Industrial Commission, 
Therefore, the self-insurer would have a 
savings in direct costs of not more than 
$16,782 and most probably less. For this 
saving in direct costs, let us examine the 
services which are performed by the come 
mercial insurer which the self-insurer will 
now have to provide for himself. 

First, the self-insurer would have to 
have in his employ a top-flight executive 
with the time and ability to administer 
the plan, or he might utilize an inde- 
pendent compensation management serv- 
ice. In either event, this function could 
not be performed without cost. 

Second, in order to maintain a favor- 
able loss ratio, the self-insurer would have 
to provide loss prevention which was as 
effective as that provided by the insurance 
company. This could be done by creating 
or expanding an internal safety depart- 
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ment. However, the broad background of 
experience which is available to the com- 
mercial insurer could hardly be duplicated 
without engaging a safety engineer with 
considerable experience. 

Third, since workmen's compensation 
benefits are established by law, it might 
seem that the handling of such losses 
would be a routine clerical procedure. 
Such, however, is not the case. The claims 
department of the commercial insurer is 


or does not constitute a case for which 
specific benefits are payable under the 
compensation act. In case of death, they 
know to whom compensation payments 
should be made and how those payments 
should be apportioned. 

Finally, the self-insurer must also re- 
member that corporate and excess income 
taxes levied by the government may have 
a pronounced importance, since loss re- 
serves and deposit requirements are not 


deductible expense items for the self-in- 
surer. Also, in a year of profitable opera- 
tions, any savings resulting from self- 
insurance wil! have contributed to or in- 
creased the profit. Therefore, savings are 
actually reduced by the amount of the 


thoroughly conversant with the law and 
is competent to perform a variety of nec- 
essary services. Its men know, for in- 
stance, who are and who are not depend- 
ents within the meaning of the act. They 
know how to present a disputed bill for 
either hospital or medical services before tax paid upon the profit which resulted 
the Commission. They know what does from the savings. 


—Haroitp W. Earty (Assistant Director of Sales Training, Liberty Mutual Insurance 
Co.) Best's Insurance News, November, 1951, p. 45:4. 


Collectively-Bargained Health Plans Cover Seven Million 


AS OF MiID-1950, health and welfare programs under collective bargaining covered 
over seven million workers, a survey by the Bureau of Labor Statistics revealed 
recently. These programs exist in practically all branches of industry as well as 
in most of the major AFL, CIO, and independent unions. 
Though there is a wide variety of benefit combinations, hospitalization and surgical 
insurances have become frequent items in the health and welfare package. About 
80 per cent of workers who have employee benefits and for whom information was 
| available have hospital insurance, and about 72 per cent of these workers have 


surgical insurance, medical insurance, or both. 

The employer is the sole source of funds for 65 per cent of the workers with 
hospitalization coverage and for 72 per cent of the workers with surgical and medical 
The other programs are jointly financed by the employer and the 


coverage. 
workers. 


Water J. Lear in Monthly Labor Review (U. S. Dept. of Labor) 9/51 


Life Insurance Most Popular Form of Savings 


LIFE INSURANCE was the type of thrift most widely used by American families last 
year, the Institute of Life Insurance reports. Practically all families which added 
to savings in the year put some money into life insurance premiums. The second 
most widely used thrift medium was employed by fewer than half as many families 
as in the case of life insurance. 

In 1950, 77 per cent of all families added to their net worth through con- 
tractual savings, including life insurance. In the same year, 72 per cent of all 
families put some money into life insurance. Next nearest medium was the increase 
of liquid assets including bank accounts, government bond holdings, postal sav- 
ings, savings and loan association shares, and credit union shares; 29 per cent 
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effected savings through these combined channels. Payments on home mortgages 
were made by 24 per cent; home improvements by 20 per cent; decreases in con- 
sumer indebtedness by 18 per cent; payments into retirement funds by 15 per cent; 
and real estate purchases by 7 per cent. 

The average net saving of all families was $270 in 1950, up 50 per cent from 
the previous year. Life insurance accounted for a sizable share of this, with a 
wide range in the amounts going into premiums, largely varying with income 


brackets. 
—Insurance Advocate 10/27/51 


Gain in Life Expectancy Due to Decline in Disease 


A 20-YEAR-OLD MAN starting out as an industrial wage earner can look forward to 
48.4 additional years of life. In other words, his life expectancy is 68. These 
statistics become more significant when compared with those of the industrial worker 
of 40 years ago. With luck he might live to be 57 

Most of the gains in expectation of life should be attributed to the reduction in 
mortality from respiratory and infectious diseases. These disorders took a huge toll 
in the past, especially in the age period when the family obligations of the worker 
are greatest. 

The most spectacular decline is in deaths from tuberculosis. In the last four 
decades, the rate has fallen from 433.5 per 100,000 of the population to 42.3, a 
drop of more than 90 per cent. 

Fatalities from pneumonia and influenza have waned almost as much, and those 
from accidents have dropped 56 per cent. There also has been a 33 per cent reduc- 
tion in deaths caused by disorders of the heart, blood vessels, and kidneys. 

Cancer mortality, however, has gone up. This is understandable because the 
worker is living longer and is receiving better diagnostic care. Many lesions of 
this nature undoubtedly were missed in the past. Diseases such as typhoid fever 
and lead poisoning are becoming as rare as hens’ teeth. All these advancements 
are a reflection of our standard of living and way of life. 

—New York Sunday News 12/11/51 


William F. Land 


1891-1951 


The Association notes with deep regret the passing of William F. Lund, former 
Vice President in Charge of AMA's Insurance Division, who died in Pittsburgh at the 
age of 60. Mr. Lund was a recognized authority on problems of corporate insurance 
buying, and his activities in the AMA Insurance Division contributed significantly to 
its growth and influence in the field of insurance management. 

Mr. Lund began his business career in the financial field, working as an accountant 
and auditor. In 1927, he became manager of the insurance and office planning section 
at the United States Rubber Company. Mr. Lund joined the Gulf Oil Corporation in 
1944, as assistant treasurer in charge of insurance. Since 1950, he operated as a private 
consultant. At the time of his death, Mr. Lund was a member of the AMA Insurance 
Planning Council. 
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MANAGEMENT TOOL 


naprens when a business loses 
its account records in a fire? A recent 
study revealed that 43 per cent of such 
businesses go bankrupt; 14 per cent suf- 
fer a reduction of 30 per cent to 662/3 
per cent in credit rating; 17 per cent are 
no longer able to furnish financial state- 
ments; and 26 per cent remain unaffected 
as to credit rating but lose in other ways 

Accounts receivable insurance is a low- 
cost means of protecting your business 
against these and many other dangers. 
This special policy form protects you at 
all times for all losses from destruction of 


records by all causes except destruction 


by warfare or by dishonesty of a firm's 
officials or partners. You are covered in 
case of a fire, when records may be in 
use away from the safe or vault; in case 


‘of a flood, earthquake, building collapse, 


explosion, riot, or other event which in- 
sulated equipment might not withstand; 
in case of destruction through burglary 
or by a malicious employee; in case of 
invoices or sales tickets being lost before 
their entry as receivables. You are also 
covered for such special expenses as the 
cost of reproducing lost records from 
source documents; the cost of copying 
damaged records; the interest charges on 
any special bank loan during the period 
of collections and claim adjustments; and 
any unusual collection costs iz.curred 
through the destruction of your records. 

The insurance company pays you on 
the basis of your actual losses when these 
can be established from control records. 
Otherwise, payment is based upon your 
outstanding receivables for the same 
month of the previous year, with allow- 


ACCOUNTS RECEIVABLE INSURANCE: AN INDISPENSABLE 


—Management Methods, November, 1951, p. 20:2. 


ance for your trend of increase or de- 
crease during the year. 

Accounts receivable insurance is writ- 
ten as a separate policy. Premium 
rates are based upon the fire hazards of 
your building and office area where 
records are kept, on the type of insulated 
protection given the records, and on the 
availability of duplicate records. Pre- 
miums are adjusted annually so that you 
pay only for the actual amount of receiv- 
ables covered. Minimum premium is $60 
for a 3-year policy, or an average of $20 
a year. 

The use of good-quality insulated equip- 
ment may effect a considerable saving in 
premiums. There is a wide range in the 
amount of protection afforded by insul- 
ated equipment. Modern safes and vault 
doors carry labels of the Underwriters’ 
Laboratories, Inc., and/or the Safe Manu- 
facturers National Association certifying 
their ability to withstand a fire for a cer- 
tain length of time. Older equipment not 
carrying such labels may be obsolete or 
completely useless for fire protection. 

The “A” label, for a four-hour fire, 
automatically qualifies for a 25 per cent 
discount in insurance premiums. The 
“B” label, for a two-hour fire, brings a 
12% per cent discount. The “C™ label, 
for a one-hour fire, a 5 per cent discount. 
Since the insurance rate is automatically 
increased by 100 per cent if no insulated 
housing is provided for records, your 
total premium savings are 62!/2 per cent 
with an “A™ label, 56! per cent with a 
“B” label, and 52% per cent with a “C” 
label. Get prices locally, and simple 
arithmetic will show which label will pay 
the most profit through the years. 
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Parable of the Pebbles 


A QUAINT STORY with a timely moral for corporate insurance buyers is quoted in a 
recent issue of The American Appraisal Company's Clients’ Service Bulletin: 


One night in ancient times, three horsemen were riding across a desert. As 
they crossed the dry bed of a river, out of the darkness a voice called, “Halt!” 
They obeyed. The voice then told them to dismount, pick up a handful of 
pebbles, put the pebbles in their pockets, and remount. 

The voice then said, “You have done as I commanded. Tomorrow at sun-up 
you will be both glad and sorry.” Mystified, the horsemen rode on. 

When the sun rose, they reached into their pockets and found that a miracle 
had come to pass. The pebbles had been transformed into diamonds, rubies, 
and other precious stones. They remembered the warning. They were both 
glad and sorry—glad they had taken some, and sorry they had not taken more 
—and this is The Story Of Insurance, which is more pertinent in these days 


of rising values than ever before. 


Also Recommended « « « 


WRITING INSURANCE TO VALUE VITAL FOR 
ADEQUATE PROTECTION OF RISKS. By W. S. 
Bodden. The Eastern Underwriter (41 Maiden 
Lane, New York 38, N. Y.), November 23, 
1951. The manager of the fire insurance de- 
partment of Parsons Brown, Ltd., Vancouver, 
B. C. discusses the questions of property 
values, appraisals, actual cash values, deprecia- 
tion and other relevant factors, throwing con- 
siderable light on a problem of more than 
usual significance at this time. Though ad- 
dressed primarily to agents, this article (re- 
printed from Canadian Underwriter) will 

of interest to insureds for its analysis of some 
of the misconceptions prevailing in this area. 


WHAT THE INSURANCE BUYER EXPECTS. By 
Howard H. Hook. The Weekly Underwriter 
(116 John Street, New York 38, N. Y.), 
December 29, 1951. Though the scope of a 
buyer's operations and responsibilities deter- 
mines the extent of his requirements of under- 
writers and producers, all buyers would bene- 
fit if brokers made certain improvements in 
their practices. The author points out, for 
example, that brokers frequently fail to advise 
buyers of the features which can be added to 
broaden the coverage provided by their poli- 
cies—especially those items which can 
obtained without cost. 


THE REINSURANCE PICTURE. By James A. Cath- 
cart, Jr. Best's Insurance News (75 Fulton 
Street, New York 38, N. Y.), December, 1951. 
Casualty reinsurers have had an unhappy time 
with underwriting losses on bodily injury 


liability and workmen's compensation, approx- 
imating $50 million for the last six years. 
Mr. Cathcart finds the root of the trouble in 
inflation, and makes some predictions about 
the action the reinsurance industry will take 
to meet this threat. 
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AFTER THE FIRE DEPARTMENT LEAVES. By Milton 
C. Lundquist. Northwest Insurance (312 
National Building, 529 Second Avenue So., 
Minneapolis, Minn.), November, 1951. After 
fire or any other catastrophe has occurred, the 
assured should act as if no insurance was 
carried, ic., take steps to minimize the loss 
and to protect the salvage from further dam- 
age, the author advises. He describes the pro 
cedure which the insurer follows in the process 
of making an adjustment, and cites examples 
to illustrate how the proper handling of pr 
lems avoids complications. 


CONTROLLING SLIPS AND FALLS. By Harold EB. 
D'Arcy. Safety Maintenance & Production (75 
Fulton Street, New York 38, N. Y.), Decem- 
ber, 1951. In providing for safety underfoot 
in your factory or office, the author points out, 
you can automatically lower your maintenanée 
costs and insurance rates, and have betteg- 
looking, better-preserved floors. This artide 
details the floor safety program of Memorial 
Hospital, New York City, where falls had 
caused 57 per cent of accidents prior to the 
institution of the program. 


GROUP AND HOSPITALIZATION PACE DISABILITY 
GROWTH. By Irving Davis. The Spectator 
(Chestnut and 56 Streets, Philadelphia 39, 
Penna.), December, 1951. Group and _ hos- 
pitalization insurance have grown tremend- 
ously during the last 10 years, with accident 
and health volume showing a combined gain 
of 400 per cent. The author discusses some 
of the problems which appear in connection 
with this growth, listing six major trends that 
have been developing in the accident-health- 
medical-care field over the past few years. 
Tables showing the leading producers of group 
A. & H. premiums are provided. 
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Survey of Books for Executives 


THE SUPERVISION OF PERSONNEL. 
By John M. Pfiffner. Prentice-Hall, Inc., 
New York, 1951. 454 pages. $6.00. 


Reviewed by Lee Stockford* 


For the material in this book, the author 
has drawn heavily upon the dynamic schools 
of industrial sociology and applied anthro- 
pology as well as from the more classical school 
of social psychology. At first glance, this work 
appears to be merely a restatement of many 
of the concepts and findings of these newer 
schools of thought. However, upon more care- 
ful scrutiny, it becomes evident that Mr. 
Pfiffner has gone beyond these limits, taking 
a broad and eclectic approach to this subject 
matter. For instance, in addition to books 
written in the field, the author cites well over 
250 separate writings. Of these, more than 
two-thirds are experimental studies done in the 
field popularly known as “human relations.” 
The source material is not entirely academic, 
for among the references several dozen field 
research studies conducted by business and 
industrial investigators are to be found. 


Mr. Pfiffner has done a rather unique piece 
of work in two ways: First, the book is neither 
assertive om one hand nor experimental on 
the other, but represents a synthesis. The 
author attempts to develop and state principles 
that can be supported by evidence. He is 
intellectually honest as he presents contradic- 
tory arguments and cites evidence which sup- 
ports opposite points of view. In drawing 
conclusions, Mr. Pfiffner never goes beyond 
the limits of his supporting data. Second, 
the organization of the volume deviates to a 
noticeable extent from traditional methods of 
writing in that (1) the chapters deal pri- 
marily with principles and concepts and sec- 
ondarily with operations and functions to be 
performed; and (2) the book is divided into 
six parts, each of which is well organized and 
can be read as a complete unit without re- 
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quiring the reader to depend upon other parts 
for continuity or reference. 

Part One consists of two chapters which 
serve as an introduction to the entire book. 
This part consists fundamentally of a state- 
ment of basic principles in the fields of 
biology, anthropology, sociology, and psy- 
chology. Whereas two chapters are hardly 
sufficient to cover all that can be said in 
these fields, the author makes his statements 
simple and to the point, covering most of the 
elements necessary to serve as a framework for 
his work. Part Two deals with organization 
in management. Here, the author covers in 
five chapters economic principles of manage- 
ment, the union, and the supervisor's role in 
the organization situation. Part Three con- 
sists of four chapters, each of which discusses 
a fundamental social concept and its implica- 
tions in industry. Part Four, consisting of 
three chapters, is concerned with the psy- 
chosocial phenomena of motivation, incentives, 
and participation. Part Five is devoted to the 
clinical phases of the supervisor's functions, 
his responsibilities to individuals under his 
jurisdiction. Part Six is concerned with tech- 
niques of selecting and training the supervisor. 

If there is any weakness in the book, it lies 
in an ambition to include too much material. 
The most specific example of this difficulty 
can be seen in the last chapter, where the 
author attempts to cover the concept and 
problems of training in 21 pages. This is a 
job that has yet to be done well in an entire 
volume. 

The book is directed to two markets: college 
students and industrial supervisors. It is the 
author's objective to present ideas for those 
who want to learn or to think about these 
matters; he does not strive to impress other 
authorities in the field. That he has been 
reasonably successful in his effort can be 
attested to by this reviewer, who had an 
opportunity to use (with very acceptable re- 
sults) the original manuscript as the basis of 
a training course to be given to several hun- 
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dred industrial executives, managers, and 
supervisors. 

The author opens each chapter with a 
specific statement of its purpose. Examples 
of this are to be seen in the following quota- 
tions: 

We are now ready for our keystone 
hypothesis, which may be stated as 
follows: The supervisor on the lower 
levels secures cooperation and produc- 
tion by de-emphasizing his own ego, 
stimulating group participation, and 
encouraging the maximum possible 
satisfaction of individual egos that is 
consistent with coordination. 


—Chapter XII, Page 215. 


The major hypothesis of this chapter 
is that there is an area of participation, 
democratic in essence and spirit, that 
will actually produce more efficient re- 


sults. 
—Chapter XIV, Page 255. 


Chapter hypothesis: Supervisors can be 
trained to recognize initially patho- 
logical symptoms leading to problem 
cases; they can be trained to do ele- 
mentary clinical interviewing; and they 
can be trained to know when to call 
in and how to cooperate with the pro- 
fessional clinician. 


—Chapter XVIII, Page 327. 
If subordinate hypotheses are presented in 
the body of a chapter, they, in turn, are 
clearly stated and developed. 

In short, Mr. Pfiffner has done a credit- 
able piece of work in making the book read- 
able and, at the same time, maintaining the 
rigid standards demanded of scholarly writing. 


GROUPS, LEADERSHIP AND MEN. Edited 
by Harold Guetzkow. Carnegie Press, Pitts- 
burgh, 1951. 293 pages. $5.00. 


Reviewed by Walter Mahler* 


An executive who expects to get help in 
dealing with the problems of groups, leader- 
ship, and men from this book will be dis- 
appointed. But he will find encouraging evi- 
dence here that the research approach to 
human relations problems is developing and 
may one of these days permit the practical 
administrator to improve on the popular but 
vulnerable “common sense” pattern. It is the 


* Industrial Division, The Psychological Corporation, 
New Yor 
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kind of work which merits a quick reading 
by key management men and intensive study 
by the executive responsible for the human 
relations program. 

The book documents an interesting develop- 
ment—the sponsorship of basic research in 
human relations by the Office of Naval Re- 
search of the United States Navy. This re- 
search was conducted under contract with nu- 
merous research groups, and a large portion of 
the investigations described here were con- 
ducted in business and industrial organizations. 
Each chapter gives a review of research which 
has already or will eventually be described in 
one or more volumes. A reader of this book 
will thus get a picture of the great variety of 
problems now being subjected to research. 


Several isolated studies of the program of 
the Survey Research Center of the University 
of Michigan have received publicity in busi- 
ness publications; the variety and scope of 
this program is here reported for the first 


time. Brief accounts are given of morale, pro- 


ductivity, and attitude studies for clerical 
workers in a large insurance company; all per- 
sonnel in a public utility; selected groups of 
railroad workers; foremen, stewards, and men 
in an automotive company; supervisory and 
non-supervisory employees in a large manu- 
facturing industry. More than 30,000 em- 
ployees are involved in these’ studies. Not 
only do the brief “thumb-nail™ conclusions 
given serve to whet one’s appetite for more 
information, but some readers will also be 
startled to note that at least one company has 
experimentally modified its operating pro- 
cedures to test the validity of the research 
results. 


Several leadership studies are reported. The 
Ohio State studies describe a number of 
measuring instruments developed for answer- 
ing such questions as these: (1) What does 
a leader do? (2) With whom does he work? 
(3) What is the degree of responsibility, 
authority, and delegation practiced by the ad- 
ministrator? (4) How does a leader perform 
his role? (5) What kind of group does he 
lead? Examples of the use of these instru- 
ments in both business and military organiza- 
tions are given. Exploratory studies by Carter 
and Sanford serve to reveal leadership as a 
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very complex function impossible to reduce 
to abbreviated statements without danger of 
oversimplification. 

One other report is immediately pertinent 
to the business executive. This is a study 
made to discover ways of improving con- 
ference procedure, the results of which sug- 
gest means for securing more productive 
conferences. 

The remaining reports will be of interest 
to a special audience. Mr. Festinger gives a 
brief account of communication, with par- 
ticular emphasis on social pressures and the 
exertion of influence through communication. 
Mr. French outlines programs and techniques 
for training leaders in human relations skills. 
Several other reports, of limited interest to a 
general audience, complete the volume. 

The reader will find no continuity or at- 
tempt at integration, since the book is a col- 
lection of papers arranged in the sequence in 
which they were delivered. Fortunately, in 
the reports which are of most interest to the 
business reader technical language is at a 
minimum. 


QUALITY-CONTROL HANDBOOK. 
Edited by J. M. Juran. McGraw-Hill Book 
Company, Inc., New York, 1951. 800 
pages. $10.00. 


Reviewed by R. K. Mueller* 


This is the first “handbook” in the field of 
quality control. Devotees in the field will 
savor each page, executives will appreciate 
scanning through most of it but will read 
carefully sections on economics and organiza- 
tion, statisticians will enjoy the tie-ins with 
the practical aspects of statistical quality con- 
trol so often lacking in similar publications, 
and other readers will be able to find some- 
thing of interest in this compendium of quality 
topics. The book will be especially valuable 
to students, since it is comprehensive, authori- 
tative, and easily readable. Dr. Juran has 
contributed six sections and 35 per cent of 
the written matter as author, and has edited 
the remaining contributions of nine sections 
by various authorities in the field. There are 


* Assistant General Manager, Plastics Division, 
Monsanto Chemical Company, Springfield, Mass. 


746 pages of written discussions—800 includ- 
ing appendices and index. 

This publication could well be titled “A 
Treatise on Quality” because of the important 
sections on the broad background and his- 
torical and philosophical aspects of the quality 
problem. While the book treats at some 
length modern techniques of statistical quality 
control, the discussion of these techniques is 
only a part of the important, broader scope 
of the handbook. 


Dr. Juran’s contributions, both as author 
and editor, carry the publication, and the 
sections written by him—particularly those on 
the economics, significance, and specifications 
of quality—show his thorough and keen ap- 
proach. (Dr. Juran's talks on these phases of 
quality problems have fascinated audiences for 
many years.) His editorial influence can be 
seen in the well-written section by C. R. 
Scott, Jr., “Organizing for Quality,” in which 
the management aspects of quality control are 
ably described. This section alone contains 15 
references to Juran’s other works, plus seven 
editorial footnotes concerning comments on 
his work. The highly essential section on 
“Statistical Methods in the Quality Function,” 
by J. W. Enell, a complete, solid presenta- 
tion, is the only portion of the book which 
the non-statistical reader would have serious 
difficulty in following. An important contribu- 
tion is the section on “Applications of Elec- 
tric Accounting Machines to Quality Control,” 
by the International Business Machines Cor- 
poration; the enlightened use of this equip- 
ment and service has greatly facilitated the 
extension of statistical work in the quality field. 


Sections on quality control in textile manu- 
facture, electron tube manufacture, and vendor 
inspection will be of specific interest to indi- 
viduals in these fields. They are well done 
and complete, though not particularly original 
in presentation. The chapter, “Quality Con- 
trol in the Chemical Process Industries,” tries 
to include so much that its statistical contribu- 
tions are well-nigh lost. The section on 
“Quality Control in Aircraft Manufacture” is 
apparently quite thorough, but its presenta- 
tion in numbered outline form detracts from 
its readability; it gives the impression of being 
a set of notes rather than an intact section. 
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The last section, “Quality Control in Screw- 
Machine Operations,” is one which could be 
expected to appear in every quality control 
publication, for this operation is a “natural” 
for the classical SQC techniques. The fact 
that this section is the last emphasizes the 
growth in the breadth of application of SQC 
techniques to other than repetitive machining 
operations. 

While most of the sections contributed by 
the co-authors are devoted to specific indus- 
tries, emphasis has been confined to the 
achievement of quality through the applica- 
tion of techniques, rather than through com- 
plex mathematical reasoning; the authors have 
admirably held to the practical course. How- 
ever, there are adequate references for those 
who desire to investigate more basic theory. 

The applications of statistical quality con- 
trol techniques in fields other than produc- 
tion operations are not covered, and quality 
is confined mainly to product matters rather 
than quality of service, office, or administra- 
tive performance, techniques, and the like. 
However, the handbook will be valuable to 
the industrialist who, without formal training 
in industrial statistics, is anxious to apply to 
his production the best methods now available 
for achieving the best quality of which his 
operations are capable. It is a pleasure to 
recommend this book to those who have an 
interest in this field. 


SIZING UP PEOPLE. By Donald A. Laird 
and Eleanor C. Laird. McGraw-Hill Book 
Company, New York, 1951. 259 pages. 
$3.75. 


Reviewed by Hubert Clay* 


It is no easy task these days to write a 
book on personality which will have popular 
appeal. The last 10 or 15 years have seen 
many books so designed. More recently, the 
market has been flooded with magazines of 
all sizes and descriptions, some reasonably 
good and some misleading, which are con- 
cerned with “sizing up people.” Even the 
newspapers carry daily cartoons and columns 
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on personality appraisal. The man oa the 
street is therefore well soaked in psycho- 
logical observations of humanity, and, as a re- 
sult, it has become difficult for an author to 
present fresh material. 

In the Lairds’ present book, their latest of 
many on applied psychology, all is not new— 
this would be impossible. For example, the 
reader is once more warned (and such warn- 
ings will probably have to go on eternally) 
against physiognomy and other pseudo-scien- 
tific methods of personality study. The custom 
of citing famous men, such as Edison and 
Napoleon, as illustrations of given personality 
characteristics is continued. A few simple 
tests are included, as usual, to aid the reader 
in diagnosing his strengths and weaknesses. 


In addition to the customary content, how- 
ever, there are many fresh ideas. Moreover, 
the authors have an unquestionable knack for 
presenting their material in an easy-to-read, 
interesting style. They have drawn skillfully 
from the studies of many well-known psy- 
chologists, and the book is strengthened by 
the references to such persons. Much valu- 
able research that has been done in the field 
is packed in simplified form into this volume, 


At the beginning of the book, the reader is 
given four specific suggestions on “How to 
Get the Most Out of This Book.” Then he is 
persuasively led on by a “What's Ahead” list- 
ing at the beginning of each chapter. Still 
another technique to get the reader actively 
involved is the list of training exercises at the 
end of each chapter. These exercises are gen- 
erally good, but they vary considerably in their 
probable usefulness to the reader, and some of 
them seem to strain a bit hard for a new 
“angle.” 


The authors have not sacrificed accuracy in 
translating scientific results into popular phrase- 
ology. The reviewer noted one instance, how- 
ever, where it might have been helpful if the 
authors had been familiar with certain re- 
search reported since the publication of their 
book. In Chapter Eight, in discussing “intel- 
ligence in life and business,” they add their 
support to the commonly accepted idea that 
more intelligent people like routine work less. 
This conclusion may not tell the whole story, 
according to P. C. Smith at Cornell University, 
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who found no relationship between monotony- 
susceptibility and intelligence level in a group 
of women doing repetitive factory work. 
Rather, those most susceptible to monotony 
tended to be younger, less satisfied with their 
home and family relationships, less well-ad- 
justed, and more resistant to routine in daily 
activities outside of working hours. 

Sizing Up People should be of value to many 
executives, not because they are executives, but 
because they, like everyone else, could profit 
from more accurate evaluations of their fellow 
men 


ENGINEERING ECONOMY. By H. G. 
Thuesen. Prentice-Hall, Inc., New York, 
1950. 501 pages. $7.00. 


Reviewed by J. O. Grantham* 


In recent years, the term “engineering 
economy” has come to mean a field of in- 
quiry embracing the two fields of engineering 
and: economics, relating particularly to the 
evaluation of engineering proposals in terms 
of economic worth. Though Engineering 
Economy is intended as a textbook for en- 
gineering students, it is well-adapted for 
individual study or for reference. 

Broadly speaking, the book develops meth- 
ods for evaluating a wide variety of engineer- 
ing proposals in chapters entitled: “Present 
“Evaluation of Proposals for New 
“Evaluation of Replacements to 
Continue Activities’; “Economy of Opera- 
tions’; “Capacity, Loading, Production and 
Distribution Costs, Profits”; 
“Economy and Utilization of Personnel”; and 
“The Evaluation of Public Activities.” In 
preparation for these chapters, the significance 
of interest and depreciation in economic 


Economy”; 


Activities”; 


Income, and 


evaluations is thoroughly discussed and is 
supplemented by carefully developed exposi- 
tions of interest and depreciation calculations. 
A minor feature which adds to the clarity 
and at the same time reduces the labor of 
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interest calculations is the presentation of a 
method for designating interest factors. 


The author does not let the reader forget 
that engineering economy deals with the future 
and that calculated results based on estimates 
are in themselves estimates. He avoids the 
over-simplification of decision-making so often 
made under the cliche, “Get all the facts,” 
by candidly recognizing that “all the facts” 
for decisions relating to the future are never 
obtainable. 


Except for a very few places, the book is 
clearly and concisely written. The author 
assumes that the reader is intelligent, and 
writes in terms of general concepts, many of 
which are pointedly illustrated by examples, 
tables, or figures (there are 66 of these). 


This work departs most widely from other 
books on engineering economy in two chap- 
ters entitled: “Some Concepts Useful In 
Economy Studies” and “Economy and Utili- 
zation of Personnel.” In the former, the 
author develops a number of concepts designed 
to serve as guides to decision in problems em- 
bracing both the physical and economic en- 
vironment. These concepts are interesting and 
useful, and are illustrative of the type of 
thinking necessary in areas where laws upon 
which to base reasoning are not available. 


The chapter, “Economy and Utilization of 
Personnel,” is one of the most thought-provok- 
ing, containing several new and useful ideas. 
Among the most interesting of these are a 
quantitative approach to span of control and 
discussions of the economy of incentives, the 
relationship of personal qualities to economy, 
and the nature cf output at different organi- 
zational levels. 

There are approximately 300 problems, 
graduated in difficulty, for student solution. 
Since the book as a whole is not slanted 
toward any particular branch of engineering, 
these problems are designed to illustrate situa- 
tions encountered in a variety of branches. 


The person who wishes to acquire pro- 
ficiency in making economic worth calcula- 
tions and, at the same time, wishes to gain 
a sound background for evaluating the eco- 
nomic significance of engineering proposals 
should not overlook this work 
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The Job of Sales Management— 
Model 1952... 

It's the theme of... : 

AMA’s MARKETING CONFERENCE 


FEBRUARY 11-12, 1952 @ THE HOTEL STATLER @ NEW YORK 


Year after year, sales executives have come to the American Manage- 
ment Association’s annual Marketing Conference to find practical solu- 
tions to their immediate marketing and sales management problems, to 
acquire a background of facts that will help them in long-range planning, 
and to learn “‘what’s new” in the selling world. This year’s meeting, de- 
signed to provide an unusually broad perspective on current marketin 
problems and significant trends in the field, is a “must” for every 
executive’s calendar. 

Because of the wide range of subjects which will be treated at thi 
important Conference, many companies will want their organizations t 
be represented by several executives. Make sure your company is w 
represented by having your key sales executives send their aceincael t 
AMA ar today. 


e better selling methods new training techniques 


e significant marketing changes e sound sales planning 
successful company programs 


PLUS two feature attractions: 


THE MARKETING WORKSHOP EXHIBIT wilt offer on unperalicled 

to examine such printed matter as sales portfolios, expense reports, merit rating forms, 

The material will include items 
these areas: 


Selling Aids for Salesmen 

Sales Management Control Records 
Reports to and from Soles Forces 
Appraising and Evaluating Salesmen 


A DISPLAY OF MARKETING MAPS of al! types, on loan from the Library of 
Congress. These maps—incorporating the latest factual information related to popu- 
lation, purchasing power, consumer income, leading U. S. markets, and other vital 


date—will provide the marketing manager with many new approaches to planning 
an effective selling strategy. 


AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET @ NEW YORK 18, N. Y. 
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AMERICAN MANAGEMENT ASSOCIATION, INC. 
OFFICERS 


New York, N. Y. 
e neurance Company 
Ary ¥. 


¥ N. 
sant Banc, Divisional Vice President ond Personnel Menager, Marshall Field & Company, 
Hort P. Vice President, jamin Electric Manufacturing 
M. Financial Vice President, ewel Tea Company, Inc., Bar- 
H. Manager, Insurance Depertment, The Youngstown Sheet and Tube Company, 


Voor, Coordinatr, Pachage Enpincering ond Development, Gener Company, 


Past Chairman of the Board 
W. L. Barr, Chief, ECA Mission to United Kingdom, London, England. 


Past Presidents 


L. 4-4, Harrison, New N, 
mine, Director, Federal M and Conciliation 


DIRECTORS 
Term Ending 1952 
Company, Chicago, Il. 


Stanton, President, Columbia Broadcasting 
A. Srarpnens, Vice Prendent, United States Cornenation of 
S. Staaet, President Frederick & Nelson, Seattle, Wash. 
‘amas D. Wise, President, Bigelow-Sanford Carpet Company, inc., New York, N. Y. 


Term Ending 1953 
21TH Conn” Ret New York Telephone 
ames J. Nance, President Inc., Th, 
wava H. Neavon, Vice Py Vice ident, General 


of ent Administration, Massachusetts Institute of 
Technology, Mass. 
Term Ending 1954 


* Member of Executive Committee. 
+ Member of Finance Committee. 


S. President 
Dawson, President, Dixie C 
eoace S. Divery, President and G Company Ohio. 
New York, N. Y. 
Peana 
1 


